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About the Company 


Beneficial Corporation is one of the largest 
diversified financial services companies in 
the world. Including non-consolidated 
subsidiaries, total corporate assets exceed 
$8 billion. Finance Division receivables 
outstanding total approximately $4.5 
billion. 

Consumer finance is the cornerstone of 
Beneficial’s business, and the basis of the 
Company's market franchise. Within con- 
sumer finance, real estate secured loans 
represent Beneficial’s key strength, and its 
prime growth market. Outstandings now 
exceed $2 billion. Beneficial provides 
consumer finance services in the United 
States, Canada, the United Kingdom, 
Australia, West Germany, Japan, New 
Zealand and Ireland. 

Along with consumer finance, Beneficial 
is also a major source of insurance serv- 
ices, primarily for consumers, but also for 
corporations. Through the Beneficial 
Insurance Group (BENICO), whose assets 
exceed $1 billion, Beneficial provides a 
wide variety of life, annuity, accident and 
health, and property and liability insurance 
coverages. The major thrust of BENICO’s 
business is consumer credit insurance 
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related to Beneficial loans and the loans of 
a rapidly expanding roster of unaffiliated 
consumer lenders as well. BENICO also 
participates in property and casualty 
direct and reinsurance markets covering 
relatively small portions of a wide variety of 
property and liability and accident and 
health risks. 

Beneficial is a major participant in the 
banking industry through its First Texas 
and Peoples Bank subsidiaries. First Texas 
Financial Corporation is the second 
largest savings and loan company in 
Texas with total assets in excess of $2 
billion. Peoples Bank and Trust Company 
is asmall commercial bank operating in 
Wilmington, Delaware. Importantly, Peo- 
ples Bank is the conduit through which 
Beneficial issues Mastercard and VISA 
credit cards. 

Beneficial has a significant position in 
the leveraged and conventional leasing 
markets through its Beneficial Leasing 
Group subsidiary. Beneficial also has a 
small, but rapidly growing commercial 
finance division engaged in accounts 
receivable and inventory lending as well 
as other forms of secured commercial 


The compelling logic of a second mortgage. See page 17. 


finance credit extension. 


Finally, Beneficial conducts a significant 
merchandising business through Western 
Auto Supply Company. Western Auto is a 
hard goods retailer specializing in automo- 
tive supplies and service. Significantly, 
Western's strongest market position is in 
the rapidly-growing “Sun Belt” southern 
tier of the United States. 

Beneficial’s customer base, throughout 
the operating subsidiaries, is the middle 
class consumer—both in the United States 
and abroad. Beneficial’s marketing thrust 
in the Consumer Finance Group now 
centers almost exclusively on home- 
owners, a market in which the Company 
competes head-to-head with banks, sav- 
ings and loans, credit unions and other 
lenders. While competition for second 
mortgages is active, the potential market is 
huge. Market studies have indicated that 
total unleveraged housing equity in the 
United States exceeds one trillion dollars. 
However, total second mortgage loans 
currently outstanding in the U.S. are only 
about $30 billion. 

Beneficial—lender of first resort. . 


Beneficial Corporation 


Highlights 
% Increase 
(Decrease) 
1981 1980 
ge over over 
(in millions) Years Ended December 31 1981 1980 1979 1980 1979 
Consolidated 
Income From Continuing Operations iy (gels HS] $ 98.1 wh alts) (60.3)% 1.7% 
Discontinued Operations, After Income Taxes 
Income (Loss) (.5) 8 8.1 (90.1) 
Interest Expense Related to Investment (5.4) (5.1) (4.3) 
Loss on Disposal (40.7) aM oad! 
(46.6) (4.3) 3.8 
Net Income (Loss) Ten) 93.8 100.3 (6.5) 
Earnings Per Common Share 
Continuing Operations 97 3:63 4.04 (73.3) (10.1) 
Discontinued Operations (2.08) (19) ave 
Net Income (Loss) (i) 3.44 4.21 (18.3) 
Dividends Per Common Share 2.00 2.00 1.95 2.6 
Book Value Per Common Share** 33.92 37.45 36.19 (9.4) he) 
Shareholders’ Equity at End of Year” 1,003.5 1,079.7 1,029.1 49 
Finance Division 
Revenue 1,466.1 1,323.2 982.9 10.8 34.6 
Net Income 61.9 100.6 98.8 (38.5) 1.8 
Principal of Finance Receivables* * 4,445.8 4,252.9 4,264.0 4.5 (.3) 
Average Account Balance* * 1,811 1,344 13154 34.7 16.5 
Number of Accounts* * 25 3.2 3.7 (21.9) (1,35) 
Reserve for Credit Losses as % of Principal of Finance 
Receivables* * 4.42% 4.58% 4.78% 
Savings and Loan Division 
Revenue Sp eil2.o $ 164.5 $ 154.4 29.2 6.5 
Net Income (Loss) (24.5) (.8) 13.8 
Equity of Beneficial in Net Income (Loss) plus Purchase 
Accounting Adjustments (21.3) 3.1 12.6 (75.4) 
Merchandising Division 
Net Sales and Other Revenue 645.7 669.5 TOO, (3.6) (10.8) 
Net Income (Loss) 12.0 48 (4.6) 150.0 
*Includes Redeemable Preferred Stock of $125.0 at December 31, 1981 and 1980 and $103.0 at December 31, 1979. 
**At end of year. 
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To Our Shareholders 
Ee te 


The year 1981 was a painful, transitional 
period for Beneficial Corporation. While 
earnings results were most unsatisfactory, 
major steps were taken to position your 
Company for improved performance in 
the future. 


For the year, a net loss of $7.7 million was 
recorded compared to restated net in- 
come of $93.8 million in 1980. Included in 
the loss was a $40.7 million aftertax 
writeoff taken on the sale of our subsidiary, 
Spiegel, Inc., to Otto Versand (GmbH & 
Co.) of Hamburg, West Germany. This 
transaction, which was completed on 
January 6, 1982, resulted in a cash pay- 
ment to Beneficial of approximately $50 
million, which has been used to reduce 
short-term debt. Moreover, from a strate- 
gic perspective, the sale removes from 
Beneficial’s business portfolio a company 
that has consistently failed to earn a satis- 
factory return on our investment, and has 
called for management talents outside our 
realm of expertise. 


Excluding Spiegel, earnings from continu- 
ing operations fell to $38.9 million from a 
restated $98.1 million in 1980. Earnings 
per share from continuing operations 
declined to $.97 from $3.63 per share (as 
restated) in 1980. High interest rates were, 
far and away, the major fundamental fac- 
tor impeding operating results. Lending 
spreads for both the Consumer Finance 
Group and the Savings and Loan Division 
were severely impacted in 1981. 


Hastened and intensified by the year’s 
extremely disappointing operating results, 
Beneficial Corporation went through what 
can perhaps best be described as a pro- 
nounced period of corporate introspection 
in 1981. Aided by a leading independent 


consulting firm, management embarked 
ona major strategic study of our products, 
markets, and future prospects. Conclu- 
sions as to future opportunities reached 
by that study, which is now largely com- 
plete, are highly encouraging. However, 
the study made clear that strong financial 
performance could not be achieved 
without significant changes. While it is 
clear that the consumer finance business 
remains an extremely profitable enterprise 
(even in a high interest rate environment), 
such profitability can be achieved only 
with absolute maximum operating efficien- 
cies. Further, a company must concen- 
trate its marketing efforts only in the 
attractive states with the combinations of 
reasonable rate structures, strong state 
economies, and sufficient potential market 
size to provide for economies of scale in 
operating costs. Moreover, on a customer 
level, it is clear that only the most attractive 
customers must be pursued, particularly 
in the environment of an unreasonably 
liberal Federal Bankruptcy law. Succinctly, 
the research indicated that high returns in 
this business would come only to those 
companies that zero in on the better cus- 
tomers in the better states—and do so in 
the most efficient manner. 

Reflecting these conclusions, Beneficial 
reassessed and substantially reorganized 
domestic lending operations in 1981. Over 
450 domestic loan offices were closed or 
consolidated, and the number of U.S. 
operating departments was reduced from 
16 to 9. New lending operations were 
effectively stopped in 12 unattractive 
states, and remaining loan operations in 
the states of Alabama and Tennessee 
were sold. Significant reductions in field 
personnel and headquarters staff were 


made, both by early retirements and ter- 
minations. The Beneficial Finance Sys- 
tem’s total employment was reduced by 
1,800 (15%) in 1981. These moves resulted 
in an $8.4 million expense provision for 
restructuring costs (taken in the third quar- 
ter) to reflect severance payments and 
early retirement allowances as well as 
losses on the sale of Alabama and Tennes- 
see operations. Nationwide, new lending 
operations are focusing almost exclusively 
on homeowners—specifically on real 
estate secured loan products. 


The Finance Division emerging from this 
program is a much leaner, stronger 
entity—with its focus sharpened on real 
estate lending in the prime locales to the 
upscale customer. 


For BENICO, the Beneficial Insurance 
Group, 1981 was necessarily also a year of 
substantial change and strategic thought. 
While BENICO continued its outstanding 
performance and recorded its tenth con- 
secutive year of record earnings, the prod- 
uct redirection of its major customer, the 
Beneficial Consumer Finance Group 
(CFG), necessitated significant changes in 
BENICO’s focus as well. Traditionally, 
credit insurance customer penetration on 
large real estate secured loans has been 
significantly less than on smaller unse- 
cured loans. New programs and products 
to increase insurance profitability on real 
estate secured loans had already been 
evolving, but 1981 saw a necessary accel- 
eration of those efforts. 1982 will be a tran- 
sitional year for BENICO as it adjusts to the 
real estate focus of the CFG and intensifies 
its pursuit of outside business—in both 
credit-related and non-credit consumer 
and business insurance lines. 


Results of our two major remaining non- 
consolidated subsidiaries were mixed in 
1981. Western Auto Supply Company 
showed good progress in its long-term 
turnaround, with profits rebounding to 
$12.0 million. First Texas Financial Cor- 
poration, however, like virtually the entire 
thrift industry, suffered through an abso- 
lutely awful year, contributing a $21.3 mil- 
lion net loss to our bottom line. Programs 
are currently in progress to begin to re- 
lieve the pronounced asset-liability inter- 
est sensitivity mismatch of this subsidiary. 
But, needless to say, the major market and 
structural problems of the savings and 
loan industry will not vanish overnight. 
First Texas appears virtually certain to 
show a very substantial net loss 

again in 1982. 


Unquestionably, interest rates remain the 
major economic variable affecting Benefi- 
cial and the key determinant of profitability 
changes. In the future we plan to place 
greater reliance on long-term debt to 
lessen our sensitivity to short-term interest 
rate swings. Also, this year’s personnel 
cuts and office closings eliminate a sub- 
stantial layer of operating expense, and 
increase preinterest profitability. But the 
fact remains that changes in borrowing 
costs, particularly short-term costs, exert 
the key influence on our profitability, and 
will likely continue to do so for the foresee- 
able future. Management's task and goal 
is to reduce the magnitude of this expo- 
sure as quickly as possible. 


We wish to thank our shareholders for 
their continued support during these try- 


ing times for Beneficial Corporation. Our 
responsibilities to you do not weigh lightly 
upon us. Cognizant of our duty to you, 
management remains fully committed to 
the $2.00 per share common dividend 
despite the recently depressed level of 
profitability. Moreover, management con- 
tinues to foresee unique opportunities for 
Beneficial Corporation in the evolving 
financial services marketplace. 


hee 
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Finn M. W. Caspersen 
Chairman of the Board 
Chief Executive Officer 
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Gerald L. Holm 
Vice Chairman of the Board 


Robert A. Tucker 
Office of the President 
Chief Financial Officer 
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Earnings Summary 
ee as 


Given the sale of Spiegel, Beneficial’s 
results for previous years have been re- 
stated to make earnings from continuing 
operations comparable. 


The restatements reflect the removal of 
Spiegel’s earnings as well as the adjust- 
ment of corporate interest expense for the 
amount of interest required to carry the 
investment in Spiegel. 


Finance Division earnings include profits 
of both the Consumer Finance Group and 
the BENICO Insurance Group, reduced 
by the interest expense, after income 
taxes, related to investment in the Insur- 
ance Group. 


Similarly, corporate net income Is pre- 
sented after deduction for interest ex- 
pense, which is the aftertax interest 
expense related to investment in the 
Savings and Loan and Merchandising 
Divisions. 

Earnings per common share are calcu- 
lated after subtracting preferred divi- 
dends, which totaled $17.2 million in 1981 
and $17.1 million in 1980. 


Beneficial Corporation—Income From Continuing Operations 


(in millions) 


Consumer Finance Group 
Insurance Group 
Interest Expense (a) 


Finance Division 

Savings and Loan Division 
Merchandising Division 
Interest Expense (b) 


Net Income 
Earnings Per Common Share—Con- 
tinuing Operations 


% Increase 


1981 1980 (Decrease) 
Daldon $ 50.2 (77.9)% 
63.1 ae HS 6.1 

G23) (9.1) 
61.9 100.6 (38.5) 
(21.3) Sal 
12.0 48 150.0 
(13.7) (10.4) 
$ 38.9 $ 98.1 (60.3) 
Soe $ 3.63 (73.3)% 


(a) Interest expense, after income taxes, related to investment in the Insurance Group. . 
(b) Interest expense, after income taxes, related to investment in the Savings and Loan and Merchandising 


Divisions. 


Review of Fourth Quarter Results 


Beneficial Corporation's fourth quarter 
income from continuing operations (ex- 
cluding Spiegel’s results) declined to $7.6 
million from a restated $23.6 million in the 
1980 period. On a per share basis, in- 
come from continuing operations declined 
to $.14 from $.87. 


Finance Division earnings were strong, 
increasing to $22.9 million from $22.7 
million in 1980. Significantly, Consumer 
Finance Group profits rebounded sharply 
to $10.6 million, the Group’s best perform- 
ance since the third quarter of 1980. 
Western Auto also recorded a strong per- 
formance, with profits climbing to $2.7 
million from $2.1 million in the fourth quar- 
ter of 1980. However, First Texas Finan- 
cial’s results deteriorated substantially to a 
net loss of $14.4 for the fourth quarter of 
this year from an earnings contribution of 
$1.6 million in 1980. 


First Texas’ fourth quarter loss was inflated 
by a $4.7 million adjustment for an overac- 
crual of tax recoveries during the first three 
quarters of 1981. It had been assumed 
that the taxable losses of First Texas would 
be applied in the consolidated tax return 
of Beneficial, thereby producing a 46% 
offset. The magnitude of the loss of First 
Texas coupled with deductions generated 
by Beneficial’s leveraged leasing opera- 
tions have made this approach impracti- 
cal. Therefore, the 1981 loss of First Texas 
will be applied primarily against taxable 
income generated prior to its acquisition 
by Beneficial, limiting the recovery to ap- 
proximately 30%. 


Full fourth quarter income statements for 
each of Beneficial’s Divisions are pre- 
sented within the Financial Section of this 
report. 


Financing 


Bond market conditions in the United 
States were, to say the least, unsettled for 
most of 1981. By any historical measure, 
interest rates, both long and short-term, 
were extremely high for virtually the entire 
year, and Beneficial’s average cost of 
funds was the highest in the Company’s 
history. 


In light of the level of interest rates, Benefi- 
cial was not active in long-term financing 
in 1981, with only two bond issues brought 
to market. In January a $75 million issue 
of 10-year debentures was sold at an in- 
terest rate of 139/8%. An unusual feature of 
the issue was the attachment of warrants 
enabling the purchaser to acquire a like 
amount of bonds under the same terms 
and conditions for a period of 52 months. 
Clearly, this feature was attractive to inves- 
tors who believed that interest rates might 
fall. It is estimated that this warrant 
“sweetener” reduced the interest cost of 
the issue by about 60 basis points below 
what it would have been without the fea- 
ture. Since interest rates rose after the 
issue's sale, none of the warrants were 
exercised. 


In mid-December the Company began 
sale of medium-term notes due in various 
maturities from 9 months to 5 years from 
date of issue. While initially offered ona 
best efforts basis through investment 
bankers, plans call for the notes to be 
offered directly to the public through 
Beneficial’s broker-dealer subsidiary, 
Beneficial Securities, Inc., once requisite 
regulatory approvals have been received. 
Issued in $25,000 minimum denomina- 
tions with $1,000 increments, the notes are 
aimed mainly at institutional investors, but 


future issues may be offered in much 
smaller denominations and sold directly to 
individual investors. Initial plans are that as 
this and successive issues are sold out, a 
new issue will be offered so that the Com- 
pany is directly issuing medium-term 
notes virtually continuously, in a process 
not unlike commercial paper issuance. 
Since Beneficial has a very substantial 
demand for funds, the direct issuance of 
notes appears to offer a new, cost-effec- 
tive funding source that can complement 
traditional investment banker-underwritten 
bond issues. 


Reflecting $158.3 million in maturities of 
older, cheaper debt issues, as well as the 
new debt sold, Beneficial’s embedded 
cost on total long-term borrowings rose 
noticeably in 1981, reaching 9.70% at 
December 31, up from 8.81% at the end 
of 1980. Short-term rates moved markedly 
higher from 1980's already costly level. As 
illustrated in the table below, Beneficial’s 
average cost of short-term debt in the 
United States rose to 17.17% in 1981 from 
13.63% in 1980 and 12.14% in 1979. 


Short-Term Borrowing Cost— 


United States 

1981 1980 1979 
1stquarter 18.27% 14.70% 10.80% 
2ndquarter 16.16 15.44 10.81 
3rd quarter 18.50 9.79 10.99 
4thquartee 15.26 1498 14.23 
Full year 17.17% 13.63% 12.14% 
Rae ae 


The impact of this explosion in short-term 
interest rates on Beneficial was crushing. 
Overall, the Company's average rate of 
interest expense on all borrowings, long 
and short, worldwide, rose to 11.53% from 
10.16% in 1980 and only 8.89% in 1979. 


The quarterly pattern of this key variable 
over the past three years is disclosed in 
the table below. 


Worldwide Melded 
Average Borrowing Cost 

1981 1980 1979 
istquarter 11.18% 10.29% 8.40% 
2nd quarter 11.27 10.67 8.46 
3rd quarter 12.15 9.07 8.88 
4th quarter 11.438 10.75 9.66 
Full year 11.53% 10.16% 8.89% 
ie eee ae 


As late as 1975, Beneficial’s overall interest 
cost was only 7.10%. 


Beneficial’s basic corporate financial strat- 
egy continues to be to finance growth 
through long-term debt to the greatest 
extent practicable. While short-term debt 
increased to 25.2% of total borrowings at 
the end of 1981 from 19.6% at the end of 
1980, this ratio is anticipated to move sig- 
nificantly lower during 1982. 
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Consumer Finance Group 


Consumer Finance Group (CFG) net 
income fell sharply in 1981, declining to 
$11.1 million from $50.2 million in 1980. 
Lending spreads were at their lowest level 
in Beneficial’s history, as the Company's 
average cost of all borrowings increased 
to 11.53% from 10.16% in 1980. Also, 1981 
results included a non-recurring $8.4 
million total pretax provision for restruc- 
turing costs of which $7.2 million was for 
severance and early retirement allowance 
payments and $1.2 million was for loss on 
the sale of unprofitable loan operations in 
Alabama and Tennessee. Finally, CFG 
results were burdened by $6.4 million in 
net aftertax foreign exchange translation 
losses. Net charge-off experience im- 
proved in 1981. Gross finance receivables 
charged off, net of recoveries, declined to 
2.17% of average receivables from 2.34% 
in1980. While the ratio of operating ex- 
penses (except interest and credit loss 
provision) to average receivables in- 
creased to 8.68% from 8.53% in 1980, 
this key measure of expense control im- 
proved in both the third and fourth quar- 
ters as the impact of cost-cutting 
measures took effect. The 1981 calcula- 
tions exclude the special provision for 
restructuring costs. 


Despite a deliberate run-off of $104.7 mil- 
lion during the fourth quarter, receivables 
increased $192.9 million for the year to 
total $4.446 billion at year end. Expansion 
of real estate secured loans represented 
more than all the growth, since unsecured 
personal loans and sales finance obliga- 
tions continued to runoff rapidly. Real 
estate secured loans increased $565.0 
million to $2.035 billion at year end, up 
from $1.470 billion at the end of 1980. 
Homeowner loans now represent 45.8% 
of Beneficial’s total portfolio. A breakdown 
of the receivable portfolio at the past three 
year ends is disclosed in the table above. 


Principal of Finance Receivables 


at December 31 (in millions) 


Real estate secured loans 
Other loans 

Sales finance contracts 
Bank credit card receivables 


Leasing and commercial 
finance receivables 


Total 


1981 1980 1979 
$2,035 $1,470 $ 831 
1,832 2AOt 2,/66 

241 326 475 
106 2 oe 
232 168 100 
$4,446 $4,253 $4,264 


Essentially, Beneficial has now become a 
second mortgage company. 


The unreasonable nature of the current 
Federal Bankruptcy Act has forced Bene- 
ficial to sharply restrict unsecured lending, 
and, moreover, to make new loans essen- 
tially only to homeowners. Some new 
unsecured loans will continue to be made, 
but only to homeowners or long-term 
customers with strong credit standing and 
the clear potential to be qualified for a 
larger real estate secured loan. 


Under the current law, bankruptcy has 
become an “easy out” for some con- 
sumers—a new method of “financial plan- 
ning” for the borrower who may or may 
not be over-extended. This situation stems 
from the fact that the Federal Bankruptcy 
Act takes no account of a consumers’ 
future earning power, but is based solely 
on the borrower's assets and liabilities— 
his or her personal balance sheet at a 
snapshot moment. 


Moreover, even in bankruptcy, the con- 
sumer (and spouse) are permitted to re- 
tain substantial equity ina home, car, and 
personal possessions. Accordingly, the 
financial pain of bankruptcy (along with its 
social stigma) has been significantly re- 
duced, and a new class, the “affluent 


bankrupt; has evolved. Independent 
studies have indicated that about 30% of 
consumer bankrupts could have repaid all 
their debts over time from future income 
without undue financial sacrifice. From the 
lender’s perspective, such bankruptcy is 
not predictable. Even sophisticated com- 
puterized credit scoring systems (includ- 
ing attempts at “psychographic” 
evaluation of a consumer's moral commit- 
ment to fulfill his obligations) fail to predict 
potential bankrupts. Thus, Beneficial’s only 
defense against this process is in secured 
real estate loans where the Company's 
investment is protected. In so doing, 
Beneficial (and many other consumer 
lenders) must now ignore about 25 million 
non-homeowning households. In short, 
the current bankruptcy law is restricting 
credit to those who have already amassed 
assets and denies credit to those most in 
need of it. 


Reflecting this new strategy’s implementa- 
tion, Beneficial’s net charge-offs due to 
bankruptcy declined to $32.6 million in 
1981 from the extremely high record level 
of $47.4 million in 1980. Nevertheless, 
over the past three years (the new Bank- 
ruptcy Act went into effect on October 1, 
1979) Beneficial has written off the distres- 
singly substantial total of $102.5 million in 
bankruptcy losses. 


Real Estate Secured Loans 


As indicated by the above table, second 
mortgage loans showed outstanding 
growth again in 1981. Despite the signifi- 
cant growth of second mortgages in re- 
cent years, the potential market still 
appears huge. While absolutely reliable 
statistics are not available, it is believed 
that total second mortgage loan outstand- 
ings in the United States are approxi- 
mately $30 billion. Total outstanding 
consumer instalment credit is more than 
$333 billion. Moreover, it is estimated that 
total unleveraged housing equity (market 
value minus related mortgage loans) in the 
United States exceeds one trillion dollars. 
Accordingly, dramatic future expansion of 
outstandings appears sustainable for 
many years, still at a quite low level of risk 
if the loans are properly made. This is 
particularly true since Beneficial and many 
other lenders are demanding second 
mortgage security as the only way to ob- 
tain consumer credit while the current 
Bankruptcy Act is in effect. Growth in 
secured second mortgages will take the 
place of what might have been growth in 
unsecured credit. 


As second mortgage lending grows it 
generates huge operating efficiencies for 
Beneficial. Clearly, costs of making any 
loan, large or small, (interview time, credit 
investigation, etc.) are essentially the 
same. The only incremental expense for a 
real estate secured loan |s the cost of the 
independent real estate appraisal, which 
averages about $100, and is, in some 
states, paid by the borrower. When these 
expenses are spread over numerically 
fewer but larger real estate secured loans 
(which averaged $14,835 in 1981) the 
costs per dollar loaned are much less than 
on smaller unsecured obligations. More- 
over, credit losses are lower by a huge 
margin. Beneficial’s gross writeoffs, before 
proceeds from sale of foreclosed proper- 
ties, on real estate secured loans were 
only $3.8 million in 1981 on average out- 
standings of $1.735 billion, a ratio of only 


0.22%. In addition, collection costs are 


much lower, since second mortgage delin- 


quency is quite modest, and fewer loans 
result in fewer payments to process. Nev- 
ertheless, during 1981 the interest rate 
charged, including amortization to income 
of points, was only slightly lower than on 
unsecured loans. Thus, although credit 
insurance earnings on homeowner loans 
are noticeably less, second mortgages still 
are, far and away, the most profitable loan 
product Beneficial Corporation can offer. 
Even given a rationalization of the Federal 
Bankruptcy Act, real estate secured loans 
would remain Beneficial’s key growth 
product for the future, but not to the exclu- 
sion of selective unsecured lending. 


Beneficial’s typical second mortgage loan 
is made to an established homeowner 
who has lived in his or her home for at 
least several years. Conservative ap- 
praisals are made by independent profes- 
sional appraisers, and the total of the 
outstanding first mortgage and the new 
second is not allowed to exceed 70%- 
75% of market value. In some areas of the 
country where recent-year real estate 
inflation has been particularly pronounced 
this percentage is even lower. Average 
family income of second mortgage borro- 
wers approximates $25,000. 


Reflecting the growth in homeowner lend- 
ing, Beneficial’s average size loan (net) 
made increased 27.6% to $1,940 in 1981 
from $1,520 in 1980. Cash invested per 
employee, a key measure of efficiency, 
climbed to $598,500 at the end of 1981 
from $442,500 at December 31, 1980. 


Sales Finance 


Although sales finance outstandings con- 
tinue to decline, Beneficial continues, in 
selected instances, to purchase packages 
of sales finance obligations, but subject to 
extremely rigorous criteria. Recently, yield 
requirements to Beneficial were a mini- 
mum of 30%, with a mix of at least 75% 
homeowners in the customer base of any 


sales finance relationship. Also, the size of 
contracts purchased has increased sub- 
stantially, and now averages approxi- 
mately $800. Subject to these conditions, 
sales finance activities are profitable in 
their own right, and are a valuable 
“feeder” source of future second 
mortgage borrowers. 


Revolving Loan Programs 


Pre-approved, revolving loan programs 
whereby the customer takes down credit 
only as needed showed good growth in 
1981. Revolving loan net receivables to- 
taled $166.1 million at year end, a 39.1% 
increase over $119.4 million at December 
31, 1980. Revolving loan programs have 
received regulatory approval in 29 states. 
Under the “Triple AAA’ checking plans, 
consumers access a line of credit secured 
by asecond mortgage on his or her 
home. 


Revolving loan programs are imple- 
mented through Peoples Bank & Trust 
Company of Wilmington, Delaware, Bene- 
ficial's commercial banking subsidiary. 
“Triple AAA” checks are issued to each 
borrower, enabling the customer to ac- 
cess his or her approved line of credit only 
when needed, in the precise amount re- 
quired. The resulting loans that the con- 
sumer creates are immediately transferred 
to the Beneficial loan office initiating the 
transaction. 


Revolving loan programs provide marked 
operating efficiencies in reducing office 
paperwork and staff interview and investi- 
gation time. Moreover, consumers appre- 
ciate the convenience of not having to visit 
the loan office and reapply each time 
additional cash or a new loan is desired. 
Real estate secured revolving loan pro- 
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grams are particularly attractive, drawing 
high quality consumers to Beneficial and 
enabling them to utilize quite significant 
amounts of credit. Significant growth in all 
forms of revolving credit is expected in 
future years. 


Foreign Operations 


Pst OSG ae Tie, aad 
Foreign receivables increased moderately 
in 1981, rising to $678.8 million, or 15.3 % 
of the total portfolio from $598.8 million, or 
14.1% of the portfolio at the end of 1980. 
Reasonable growth was experienced in 
Canada and Australia, while the United 
Kingdom and West Germany contracted 
due to depressed economic conditions in 
those countries. The smaller markets of 
Japan and New Zealand continued to 
develop. In the United Kingdom Beneficial 
operates as Beneficial Trust Limited, a fully 
licensed banking company empowered 
to take deposits and provide a full range of 
consumer and commercial banking 
Services. 


Income Tax Service 


Beneficial Income Tax Service showed 
good growth in 1981. Revenues increased 
ahealthy 26.1% to $8.9 million, in spite of 
a 1.5% decrease in the number of returns 
prepared. Beneficial Income Tax Service is 
believed to be the second largest tax pre- 
parer in North America, although trailing 
market leader H & R Block by a huge 
margin. 


Credit Loss Experience—Condition of 
the Portfolio 


Beneficial’s credit loss experience im- 
proved in 1981. As illustrated in the table 
on the facing page, gross finance receiv- 
ables charged off, net of recoveries, de- 
clined to 2.17% of average gross 


Foreign Consumer Finance Receivables 


(in millions) 12/31/81 12/31/80 12/31/79 
Canada $231.1 $203.3 $227.0 
Australia 234.6 1334 155.4 
United Kingdom 11833 11,972 85.4 
West Germany 64.0 74.2 90.7 
Japan 14.3 Biv Cont 
New Zealand 14.5 5 47 
Ireland 2.0 0.8 = 

Total $678.8 $598.8 $565.9 


receivables outstanding from 2.34% in 
1980. The reduction in loss experience 
was importantly influenced by lower 
charge-offs from consumer bankruptcy 


because of the shift to second mortgages. 


While remaining at a painfully high level, 
bankruptcy losses declined to $32.6 
million in 1981 from an egregiously high 
$47.4 million in 1980. As discussed pre- 
viously in this report, bankruptcy remains 
a serious operating problem—a problem 
so great as to force Beneficial to signifi- 
cantly change its method of operation. 


The problem of significant losses in the 


unsecured portion of the portfolio is impor- 


tantly mitigated by the rapidly expanding 
proportion of high quality real estate se- 
cured loans in the receivables base. 
Credit losses on real estate secured loans 
remain extremely low. Gross write-offs 
from real estate secured loans, before 
proceeds from sale of foreclosed proper- 
ties, totaled only $3.8 million, or 0.22% of 
mean real estate outstandings in 1981, up 
slightly from 0.16% of outstandings in 
1980. Implicitly, the anticipated markedly 
expanded proportion of real estate se- 
cured loans in the portfolio in future years 
would appear to foretell significantly lower 
overall credit loss experience for Benefi- 
cial, barring severe economic disloca- 
tions. 


Consumer Finance Offices 


(at December 31) 1981 1980 1979 
United States 1,461 1,898 2,047 
Canada 1375 DOS 
Australia 101s Ass 
United Kingdom 7A 64 55 
Japan We 16) 7, 
West Germany ih 7 6 
New Zealand 3 2 1 
retand.. Se ee 
Total 1,793 2,258 2,399 
ee 
Largest States 
; He Principal of % of 
(in millions) Receivables _U.S. Total 
California $1,065 30.6% 
New York 271 7.8 
Ohio 246 Teal 
Pennsylvania 237 6.8 
Texas 183 5.3 
ORD ee 


Data for the seven years ended December 31, 1981 


(amounts in millions) 


Year 


1981 
1980 
UN) 
1978 
rears 
1976 
hone 


Provision 
for 
Credit 
Losses(a) 
$108.3 
107.2 
102.4 
70.9 
stays 
60.4 
54.8 


(a) Less offsetting recoveries. 
(b) After deducting Unearned Finance Charges. 
(c) Excludes bank credit card receivables and receivables of West German bank. 


During 1981, Beneficial continued its pol- 
icy of gradually reducing the relative size 
of the loan loss reserve in recognition of 
the significantly increasing proportion of 
real estate secured loans in the portfolio. 
At year end the reserve for credit losses 
was $196.5 million, or 4.42% of the princi- 
pal of finance receivables, down from 
4.58% of receivables at the end of 1980. 
Nevertheless, at its year end level the 
reserve was 1.84 times actual 1981 net 
charge-offs, among the most conservative 
ratios in the entire consumer lending in- 
dustry. Some major banking industry 
competitors maintain their consumer loan 
loss reserve at a level only slightly in ex- 


cess of most recent year losses. 


Gross 
Amount of 
Receivables 
Charged Off 
$120.0 
WEE 
81.8 

59.0 

55.6 

54.8 

BY 


Reflecting the economy's impact on the 
unsecured portion of the loan portfolio, 
loan delinquency remains relatively high, 
by Beneficial standards, at year end. Con- 
sumer loan receivables more than two 
months delinquent totaled 1.54% at De- 
cember 31, down slightly from 1.55% at 
the end of 1980, but above the approx- 
imate 1.10-1.30% range of the late 1970's. 


Finance Receivables 
Charged Off(a) 


% of 


Average 

Gross 

Finance 

Amount Receivables 
$106.6 2.17% 

Wilh ee 

US 1.87 

Sia eon 

48.5 1.74 

48.4 2.04 

Bie) 2.42 


Clearly, this percentage reacts to the fact 
that the nationwide unemployment rate 
approached 9% at year end. Again, as in 
the case of net charge-offs, the large per- 
ceritage of real estate secured obligations 
in the portfolio, which produce much 
lower rates of delinquency, prevent Benefi- 
cial’s consolidated delinquency ratio from 
being noticeably higher. And, even at the 
1981 year-end level, overall delinquency 
remains at quite manageable levels. 


Peoples Bank & Trust Company 
ee eee as 


Peoples Bank & Trust Company, a wholly- 
owned subsidiary of Beneficial Corpora- 
tion, is a state chartered commercial bank 
based in Wilmington, Delaware. The 
bank, which operates through seven 
branch offices, had average assets of over 
$36 million in 1981. Net operating income 


Reserve for Credit 


Losses at End of Year 


Consumer 
% of Loan 
Finance Receivables 
Receivables More Than 
at End of Two Months 
Amount Year(b) Delinquent(c) 
$196.5 4.42% 1.54% 
194.8 4.58 1.00 
203.7 478 1.26 
147.8 4.90 Lae 
iZo%S 5.00 1.08 
106.3 5:0 ital) 
95.0 oW40) 1.29 


increased significantly to $421,000 (a 
1.16% return on average assets), up from 
$224,000 in 1980. 


The bank went through a substantial reor- 
ganization of its operating systems and 
procedures in 1981. Staff was expanded, 
including a strengthening of top manage- 
ment ranks. 


While certainly a small institution, even in 
relation to its local market, Peoples Bank & 
Trust is an extremely well capitalized, pro- 
fessionally managed, strong commercial 
bank. It is a valuable asset for Beneficial 
Corporation in the evolving environment 
of deregulation of financial services. 


Peoples Credit Company 


Peoples Credit Company (PCC) is Benefi- 
Cial’s credit card servicing subsidiary. 
Working in tandem with Peoples Bank & 
Trust, loan balances generated by the 
bank’s Mastercard and VISA customer 
base are transferred to Peoples Credit, 
which now services more than 250,000 


o = 


Mastercard and VISA customers through- 
out the United States. Total credit card 
outstandings of PCC increased to $102.6 
million at the end of 1981, up from $91.6 
million a year earlier. 


Significantly, the effective deregulation of 
consumer lending rates in Delaware al- 
lowed for repricing of Mastercard and 
VISA fee schedules. Both cards now levy 
a 19.2% interest rate on loan balances, 
charge a $1.50 fee for each monthly state- 
ment sent, and charge a $15 fee for delin- 
quency. Consumer acceptance of this 
repricing schedule, which has substan- 
tially increased PCC’s revenues, has been 
excellent. 


Like Peoples Bank, Peoples Credit also 
went through a major reorganization in 
1981. Improved operating procedures, 
increased automation, and the addition of 
several experienced senior managers 
allowed for nearly a one third reduction in 
employees. 


Given the pricing flexibility inherent in their 
Delaware location, Peoples Credit, 
through Peoples Bank, has an excellent 
opportunity to achieve significant, profit- 
able growth in credit card outstandings in 
the future. 


Leasing & Commercial Finance Group 


Beneficial’s Leasing and Commercial 
Finance Group experienced another year 
of significant growth in 1981 as net lease 
and commercial finance receivables in- 
creased to $232 million from $168 million 
at the end of 1980. 


Beneficial Leasing Group, Inc., the 
managing subsidiary responsible for 
Beneficial’s overall leasing and commer- 
cial finance activities, oversees the individ- 
ual operating entities. 


Beneficial Finance Leasing Corporation 
engages primarily in the leveraged leasing 
and commercial financing of transporta- 
tion equipment including commercial 
aircraft, railroad cars, locomotives, and 
container ships. Tax credits generated by 
equipment leasing activities reduce taxes 
otherwise payable by Beneficial Corpora- 
tion. Given Beneficial’s current tax post- 
tion, new leveraged leasing transactions 
were not pursued in 1981 and will not be 
pursued in 1982. 


Beneficial Commercial Corporation has 
two divisions. The Equipment Leasing and 
Finance Division engages in middle 
market, non-leveraged, non-tax oriented 
leasing and financing with concentration 
on the machine tool, agricultural equip- 
ment, office machine, and health care 
equipment markets. Beneficial entered 
commercial leasing on an exploratory 
basis, primarily in the health care market, 
in 1977, and expanded to other markets in 
1979. On January 1, 1981, leasing units of 
Capital Financial Services and Southwest- 
ern Investment Company acquired with 
Beneficial’s purchase of these companies 
in 1979 were merged into the Leasing 
Division. The Commercial Finance Divi- 
sion provides working capital financing 
secured by receivables and inventories to 
manufacturers, distributors and whole- 
salers. Loans are made directly and in 
participation with commercial banks. 
Commercial finance receivables totaled 
$14.3 million at year end. Commercial 
finance receivables are generally written 
on a variable rate basis, at a soread over 
the bank prime rate, thereby insulating the 
lender from interest rate risk. Significant 
growth in commercial finance outstand- 
ings is anticipated in future years. 


Beneficial Funding Corporation, formed in 
January 1981, received its license in 
December 1981 from the Small Business 
Administration to engage in lending under 
its small business loan program. Loans 
approved under this program are insured 
by the SBA for 90% of principal. 


CFG in Perspective 


Clearly, the Consumer Finance Group 
went through a major staff reduction and 
repositioning of its marketing focus in 
1981. In so doing, the number of U.S. 
consumer finance offices was reduced by 
437, or 23%, through office closings and 
consolidations. This follows a net reduc- 
tion of 149 United States offices during 
1980. Employment in the loan offices was 
reduced by 22%, to 6,696 at the end of 
1981 from 8,638 at the beginning of the 
year and a peak of just over 10,000 em- 
ployees at the end of 1979. The Company 
ceased new lending activities in 12 unat- 
tractive states with unreasonable regula- 
tion, deteriorating economies 

and/or limited growth prospects. The 
supervision structure was also reorgan- 
ized and streamlined, with the number of 
U.S. operating departments reduced to 9 
from 16 previously. Through these moves 
overhead expense burdens have been 
reduced significantly. The CFG emerges a 
much leaner, stronger entity with its 
marketing focus and operating proce- 
dures centered on the real estate secured 
loan market. 


BENICO 
eee ea 


Domestic Companies 


The Central National Life Insurance 
Company of Omaha 

American Centennial Insurance Company 

Western National Life Insurance Company 

Northwestern Security Life Insurance 
Company 

Service General Insurance Company 

Guaranteed Equity Life Insurance 
Company 

Guaranty Life Insurance Company of 
America 

FTS Life Insurance Company 

Comco, Inc. 

Wesco Insurance Company 

Petroleum State Insurance Company 


Overseas Companies 


Beneficial International Insurance 
Company, Limited 

Consolidated Marine & General Insurance 
Company, Limited 

Beneficial American Insurance Company, 
Limited 

Benico Insurance Company of Cayman, 
Limited 

Consolidated Life Assurance Company, 
Limited 


Earned Premiums—Lines of Business 


(in millions) 


Life 

Annuities 
Accident & Health 
Property & Liability 


TOTAL 


% Increase 


1981 1980 (Decrease) 
$79.7 $ 76.9 3.6% 
143°3 67.7 nlp 
69.5 Oe (1.0) 
103.2 95.3 8.3 
$395.7 $310.1 27.6% 


BENICO, the Beneficial Insurance Group, 
recorded its tenth consecutive year of 
record earnings in 1981, as net income 
increased 6.2% to $63.1 million from 
$59.5 million in 1980. Earnings growth 
slowed from the exceptional 35% com- 
pound annual rate of the 1971-1980 period 
reflecting the pure size BENICO has now 
attained and, importantly, Beneficial’s 
stress on real estate secured loans which, 
traditionally, have carried lower rates of 
credit insurance penetration. BENICO’s 
primary thrust continues to be in the highly 
specialized consumer credit insurance 
market, where the Group ranks among 
the industry leaders. BENICO companies 
also write, both directly and as reinsurers, 
a wide variety of life, annuity, accident and 
health and property and liability cov- 
erages. 


BENICO’s written premiums reached 
$463.9 million, a 4.5% gain over 1980, 
while earned premiums increased 27.6% 
to $395.7 million. A breakdown of earned 
premiums by line of business is presented 
in the table above. 


The particularly significant gain in annuity 
earned premium reflects annuity reinsur- 
ance transactions as well as excellent new 
business production by BENICO’s subsid- 
iary, Western National Life, which is a 
leader in the individual, tax-deferred and 
structured annuity market. 


Net investment income was particularly 
strong in 1981, increasing 30.0% to $85.3 
million from $65.6 million in 1980. Invest- 
ment results benefited from strong cash 
flow and the continuing high level of in- 
terest rates. Average gross investment 
yield increased to 10.11% from 9.05% in 
1980, despite the substantial proportion of 
tax free municipal bonds in the mix. Addi- 
tionally, realized capital gains, net of appli- 
cable taxes, climbed to $3.9 million from 
$1.2 million in 1980. 
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The combination of excellent investment 
income growth and strong earned pre- 
mium expansion offset some continuing 
pressure on underwriting spreads expe- 
rienced in 1981. While both life and annuity 
loss ratios improved, credit accident and 
health loss ratios deteriorated. Property 
and liability loss ratios were also higher 
reflecting the recently unfavorable state of 
the industry's traditional underwriting cy- 
cle. Commissions and other operating 
expenses (salaries and benefits, rent, 
premium taxes, etc.) remained closely 
controlled, and declined to 23.0% of 
earned premiums from 27.1% in 1980. 


Credit insurance coverages written in 


connection with loans made by the Benefi- 


cial Consumer Finance Group office 
network continue to represent the largest 
single source of BENICO’s premium in- 
come. Total Beneficial-related premium 
declined for the first time in 1981, but still 
represented 23% of BENICO's total 
earned premium, down from 31% in 1980 
(see table above). However, Beneficial-re- 
lated coverages represent a significantly 
greater percentage of net income be- 
cause of the marketing savings and 
general economies of scale inherent in 
distributing the products through the re- 
lated Beneficial office network. 


Unfortunately, credit insurance penetration 
rates on large loans, particularly on real 
estate related obligations, have tradi- 
tionally been significantly less than on 
smaller, unsecured loans. Accordingly, 
Beneficial’s radically altered consumer 
finance strategy to stress real estate se- 
Cured loans virtually to the exclusion of 


Earned Premiums 


Papi cit SA AED ar Foe ee Ss OES ee ea eC tt de keel i ch et 


(in millions) 
Bene- Bene- 
ficial ficial 
Finance Finance 
Credit Credit 
Year Life A&H 
1981 $31-2 $25.8 
1980 62.9 Sree: 
1979 30.8 30.0 
1978 29.4 22.4 
1977 CAKE. 20.0 
1976 22.2 16.7 
1975 18.9 15:6 
1974 18.8 12.4 
1973 17.0 14. 
1972 15.8 14.1 
1971 133 9.5 


unsecured lending will have a noticeable 
dampening effect on BENICO’s perform- 
ance in 1982. While several programs to 
increase insurance penetration on Benefi- 
cial’s real estate loans are now being rap- 
idly developed and implemented, their 
contribution in 1982 will still be relatively 
small. Over time, BENICO’s continuing 
challenge is to sell an increasing variety of 
insurance products to the higher-income 
customer that Beneficial consumer fi- 
nance operations are now attracting. 


To offset the anticipated decline in Benefi- 


cial-related premium in 1982, outside busi- 


ness will be pursued aggressively. 
Obviously, credit insurance written for 
other consumer lenders is a prime area of 
development, offering the opportunity to 
leverage BENICO's established products, 
management expertise, and market fran- 


Bene- All 
ficial Non- 
Finance Bene- 
Credit ficial 
Property Finance Total 
So220 $306.2 $395.7 
30.0 PA Reus) otOH 
23.8 129.1 Palas 
19.8 77.4 149.0 
17.0 52.6 aes 
14.7 30.4 90.3 
11.6 23.4 69.5 
9.5 18.0 DOW 
2.6 9.7 44.7 
8 Ws 38.0 
— 22 2a.0 


chise. Consumer loan operations of com- 
mercial banks and thrift institutions, as well 
as smaller finance companies, automobile 
dealers, and other retailers all represent 
attractive markets that are being devel- 
oped. Independent creditor earned pre- 
mium increased from $25.7 million in 1980 
to $32.1 million in 1981, and should be 
significantly larger in 1982. 


Cautious growth will also be pursued in 
1982 in the domestic property and liability 
direct and reinsurance markets, particu- 
larly if the recent extreme competitive 
pressure on premium levels abates. An- 
nuity and specialty ordinary life products 
will also be marketed aggressively in 1982. 
Other specialized lines of insurance are 
also being explored. 


Insurance Investment Portfolio 


(in millions) 
at December 31 1981 
U.S. Government Securities $150.1 
Municipal Bonds 310.0 
Foreign Government and 

Agency Obligations BHAT 
Corporate Bonds 15141 
Preferred Stocks 45.5 
Common Stocks 42.3 
Policy Loans 14.5 
Mortgages 92.6 
Real Estate 10.6 
Short-Term Holdings* 85.4 

Total $939.8 


*Chiefly commercial paper and certificates of deposit. 


% Total 1980 Y% Total 1979 % Total 
16.0% $ 97.9 11.5% $ 63.1 8.3% 
33.0 298.7 35.1 274.0 36.1 

40 41.2 4.8 42.0 ays) 
16.1 147.0 Wass: Adie 20.0 
48 52:0 6.1 Boar vA 
45 43.0 5a 28.7 3.8 
es oo es) 12.0 1.6 
9.9 83.0 98 81.9 10.8 
Wel 9.1 ei Sar lai 
9.1 65.3 Tal 43.2 Su 
100.0% $850.3 100.0% $759.0 100.0% 


For the first time in its history BENICO paid 
substantial cash dividends upstream to its 
parent, Beneficial Corporation, in 1981. A 
total of $32.4 million in dividends were 
paid, a pay-out ratio of 51% of BENICO’s 
net income for the year. It is anticipated 
that, in the future, BENICO will maintain a 
regular policy of significant cash dividends 
to Beneficial. This policy reflects BENICO's 
exceptionally well capitalized financial 
structure and the slowing of growth poten- 
tial for the Insurance Group from the ex- 
ceptional rate of the past decade. 


BENICO’s insurance-related shareholder's 
equity increased to $383.0 million from 
$356.7 million at the end of 1980. While 
BENICO’s rather unique mix of product 
lines makes comparative analysis difficult, 


the ratio of premiums written to average 
net worth of only 1.21 appears particularly 
strong by analytical benchmarks. Tradi- 
tionally, property and casualty companies 
have been able to sustain such ratios of at 
least 3 to 1, while credit insurance compa- 
nies, BENICO’s major business, have 
generally operated at ratios substantially 
higher, occasionally at 5 to 1 or more. 


BENICO’s net worth and policy reserves 
are prudently invested, as investment 
activities continue to follow a quite conser- 
vative strategy. While each company in the 
Group has slightly different investment 
needs, the overall portfolio is predomi- 
nantly invested in high quality fixed-in- 
come obligations. As indicated in the 
breakdown of the portfolio in the table 


above, 1981 saw a sharp increase in U.S. 
Government Securities—both direct is- 
sues of the Treasury and high-yielding 
issues of U.S. Government Agencies 
(GNMA, FHLMC, SBA, FmHA) carrying 
either the explicit or implicit guaranty of the 
U.S. Government. In addition, a high de- 
gree of liquidity in short-term investments 
was maintained. 


1982 will be a year of transition for 
BENICO, as it continues its adjustment to 
the revised strategy of the Consumer 
Finance Group. Accordingly, Insurance 
Group earnings are expected to be little 
better than flat in 1982. 
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First Texas Financial Corporation 


Thrift institutions in the United States suf- 
fered through perhaps the worst year in 
the industry's history in 1981. Captive of 
their still largely fixed-rate asset base, the 
industry was ill-prepared to weather the 
combination of skyrocketing interest rates 
and extremely severe competition from 
money market funds and other competing 
vehicles for the savings dollar. Over the 
past few years, gradual deregulation of 
deposit products has taken place with 
virtually a stroke of Washington's pen— 
providing a windfall for savers but severely 
wounding the thrift industry which has for 
decades financed the American Dream of 
home ownership with long-term fixed-rate 
mortgages. 


In this extremely difficult environment, First 
Texas reported a 1981 net loss of $24.5 
million, compared to a net loss of $0.8 
million in 1980. Including non-cash, pur- 
chase accounting credits to income of 
$3.2 million in 1981 and $3.9 million in 
1980, First Texas contributed a $21.3 mil- 
lion net loss to Beneficial’s results in 1981 
compared to a net earnings contribution 
of $3.1 million in 1980. 


First Texas's basic problem is the negative 
spread on funding its $1.6 billion 
mortgage loan portfolio. As illustrated in 
the table above, the negative spread wid- 
ened through the year before narrowing 
slightly at year-end because of the fourth 
quarter's significant drop in interest rates 
from their August peaks. First Texas en- 
joys the benefits of lower interest rates only 
with a noticeable lag, since the largest 
portion of the deposit base is in term certif- 
icates that obviously do not roll over imme- 
diately. At the end of 1981 money market 
certificates tied to interest rates on U.S. 
Treasury securities accounted for approxi- 
mately 65% of First Texas’ savings base, 
with 40% in six-month certificates and 
25% in thirty-month certificates. 


Top management of First Texas changed 
in 1981. Roger J. Keane, Chairman of the 
Board, retired after 27 years of outstand- 
ing service. In preparation for Mr. Keane's 


FIRST TEXAS FINANCIAL CORPORATION—SPREAD DATA 


Loan Portfolio- 
Average Rate 


December 31, 1979 9.14% 
March 31, 1980 9.38 
June 30, 1980 9.54 
September 30, 1980 9.65 
December 31, 1980 9.86 
March 31, 1981 10.20 
June 30, 1981 10.31 
September 30, 1981 10.43 
December 31, 1981 10.52 


Overall 


Cost of Funds Spread 
8.42% + 0.72% 
9.69 -0.31 
10.09 —0.55 
9.36 +0.29 
9.91 —0.05 
10.83 —0.63 
Aner — 1.40 
12.68 —2.25 
12.60 — 2.08 


retirement, J. Michael Cornwall, 46, as- 
sumed the title of Chief Executive Officer in 
April. Mike Cornwall has 22 years service 
with First Texas and had most recently 
served as President and Chief Operating 
Officer. Robin R. Glackin, 36, assumed the 
Presidency on January 1, 1982. Glackin 
came to First Texas in September from 
Citicorp, where he had been Vice Presi- 
dent in charge of Citibank’s 53 branch 
offices in the borough of Queens, New 
York. 


Importantly aided by the addition of $55.8 
million in All-Savers tax-free certificates, 
First Texas enjoyed reasonably good net 
deposit growth of $69.3 million during the 
fourth quarter of the year. New deposit 
growth will be pursued actively in 1982. 
Special marketing programs will center on 
the attraction of All-Savers and Individual 
Retirement Account deposits. Clearly, new 
deposit growth is key to profitability in the 
thrift industry since new funds are profit- 
able even at today’s high cost because the 
return on new loans and investments is 
even greater. One might observe that the 
savings and loan industry is still a wonder- 
ful, high-return business—if you are en- 
tering it presently with a clean slate. The 
problems arise from having been in the 
business in the past. 


First Texas both expanded and pruned its 
branch network in 1981 to optimally posi- 
tion the institution to take full advantage of 
the continuing excellent growth expected 
for the Texas economy in the 1980's. Sig- 
nificant expansion came with the comple- 
tion, in April 1981, of the acquisition of 


Centennial Holding Company, parent 
company for the 15-branch Centennial 
Savings Association chain. This acquisi- 
tion, negotiations for which were com- 
pleted during 1980, gives First Texas a 
presence in the three major market areas 
of Beaumont, Temple, and Amarillo. Also 
during 1981 First Texas sold three unprofit- 
able branches in isolated markets with 
limited growth potential. Five other 
unprofitable branches with limited poten- 
tial were closed with customer deposits 
consolidated into nearby branch offices. 
Improved operating efficiencies through 
increased centralization and selective 
pruning of the branch network will be 
pursued in 1982. 


As this report goes to press it seems vir- 
tually certain that First Texas will record 
another very substantial net loss in 1982. 
Unfortunately, the damage done to 
spreads in 1981 by skyrocketing interest 
rates was far too great to be cured this 
year. Hopefully, First Texas and the rest of 
the thrift industry will return to profitability 
in the near future. Needless to say, the 
future course of interest rates is the key 
fundamental variable, and the major im- 
ponderable. 


What is clear is that First Texas Financial 
Corporation enters 1982 with a highly 
capable, vigorous management team 
operating a well-positioned branch 
network in perhaps the most attractive 
State in the country. To the degree health 
returns to the thrift industry in the United 
States (which seems highly likely at some 
point), First Texas should participate more 
than commensurately. 


re 


Western Auto Supply Company 
Reena ee 


Western Auto Supply Company expe- 
rienced a strong resurgence in profitability 
in 1981 as net income advanced to $12.0 
million from $4.8 million in 1980. As was 
the case in 1980, the earnings gain 
stemmed mainly from significant improve- 
ment in operating expense ratios. An 
aggressive cost-cutting program brought 
about substantial increases in operating 
efficiency. Subsidiary corporations 
Midland International and Eva Gabor 
International were important contributors 
to the profit improvement. 


Consolidated net sales and other revenue 
declined 3.6% to $645.7 million from 
$669.5 million in 1980. The sales decline 
was a product of both sluggish demand 
for big ticket merchandise and a reduction 
in the number of stores as marginal outlets 
were closed. Total retail merchandise sales 
fell 3.4% to $153.6 million as the number 
of company-owned stores declined from 
273 at the beginning of the year to 263 at 
December 31. Similarly, wholesale mer- 
chandise sales declined 4.9% to $407.4 
million as the number of active dealers 
was reduced to 2,701 from 2,949 at the 
end of 1980. In addition, Midland Interna- 
tional revenues declined 14.7% as the 
distribution of television sets was selec- 
tively reduced. 


The major challenge for Western in 1982 
and the future is to increase sales reve- 
nues. Key to achieving that goal is the 
reestablishment of a strong merchandis- 
ing identity and focus for the company. 
Measurable progress was made towards 
that key strategic objective in 1981. Last 
year’s annual report referred to the test of 


anew, well-defined marketing concept— 
selling to the automotive aftermarket. In 
March the company celebrated the grand 
reopening of 13 Kansas City area stores— 
redesigned and remerchandised to center 
on a supermarket concept for automotive 
supplies and service. Highly enthusiastic 
consumer response to the concept led to 
the conversion of 30 additional company- 
owned stores during 1981, with plans to 
convert more in 1982. Consumer expendi- 
tures for automotive aftermarket products 
and services in the United States are esti- 
mated at $45 billion, and spending pat- 
terns are changing rapidly. While there is 
active competition, the retail market is 
highly fragmented and vulnerable. The 
market would appear to represent an 
enormous opportunity for Western Auto. 
The conversion of company-owned stores 
to an automotive thrust is expected to 
correct the long-term illness of the 250 
stores located in large, urban markets. 


The automotive concept is also expected 
to be gradually introduced into the dealer 
stores through the addition of strongly-po- 
sitioned automotive merchandise lines. 
However, a much broader array of mer- 
chandise other than automotive products 
will continue to be sold to the independent 
dealer network. Generally, the associate 
stores are located in more rural, less-com- 
petitive areas, where the dealer can profit- 
ably market many more categories of 
merchandise. It appears that the proto- 
type dealer store of the future will continue 
to be a general merchandise store, but 
with a strong customer draw built on auto- 
motive lines. 


1981 was a year of substantial progress for 
Western Auto, and the company enters 
1982 as aleaner, significantly stronger 
company than it has been in many years. 
Planning procedures have been markedly 
improved and the company now functions 
with both detailed financial and operating 
plans. Accountability and performance 
measurement is implemented through a 
widely-applied management by objectives 
(MBO) process. In short, Western Auto 
has become a professionally managed 
merchandiser. 


To be sure, professional management is 
an essential ingredient to the successful 
repositioning of this company for the 
1980's. Once lost, the reestablishment of 
strong merchandising identity for any 
marketer is a challenging task. But 
Western Auto is well on the road to it. 
While current economic conditions are not 
helpful, management expects to improve 
earnings in 1982. 
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The Compelling Logic of a Second Mortgage 


The Story of a Loan 


Profile of a Borrower 


Today’s homeowners are a different breed of borrower. 
They are more conservative. They are more apt to 
reshape a present home than to “trade up.” 


Homeowners are now a major 
economic force, and of America’s 
86 million houses (worth more than 
$1.6 trillion), 56 million are owned 
by those who live in them. 


This has all come about ina 
relatively few decades. In 1981, 
84 percent of families earning 
more than $20,000 a year owned 
their homes. 


Inflation-conscious Americans 
travel less and nearer home, and 
are more thoughtful about getting 
the most for their dollar. They have 
more circumscribed life-styles, 
tend to be more conservative, 
more thoughttul in planning, and 
more inclined to capitalize on 
present assets. 


As Americans joined the “owner 
class; most continued to think of 
their homes as a place to live, but 
starting around 1970 homeowners 
realized that their homes were 
something more: the equity was a 
form of “savings” that could be 
released by a second mortgage 
loan. For most homeowners, the 
equity built up in their houses 
forms the largest pool of savings 
they have. Homeowner loans 
based on this equity have become 
the primary instrument for many 
Americans to realize important 
plans and goals. 
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The Benefit of Borrowing 


The ability to plan and organize for the future, a distin- 
guishing characteristic of businesses and the wealthy, is 
an ability now being learned by a greater number of 
people every year. 


Peter Drucker summed up the 
idea when he wrote, “Long-range 
planning does not deal with future 
decisions, but with the future of 
present decisions.” 


Borrowers today come to the 
lender better informed to evaluate 
what the lender is offering and the 
long-range effects. They come 
equipped to analyze tax aspects 
and inflation factors. They com- 
pare the costs of a second 
mortgage to the costs of refinanc- 
ing and are reluctant to sacrifice a 
favorable present mortgage. 
Usually, asecond mortgage loan is 
less costly by a significant amount 
than refinancing the existing first 
mortgage. 


Increased sophistication is what 
distinguishes today’s borrowers 
from past peers. 


Oe mentee 


| 
: 
$ 


ee 


How Money Gets an Education 


Beneficial believes that the borrower is well served only 
when, as preparation for a substantial loan, an in-depth 
review of the homeowner’s financial picture as well as 
short- and long-term goals is made. 
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The Dream Begins 


A single visit to a Beneficial office can usually provide 
48-hour confirmation of eligibility. 


Adding a room, remodeling, in- hinge on the assurance of a loan 
vestment, home improvement, can now go forward. Rapid ap- 
education...dreams are as dif- proval assures Beneficial’s reputa- 
ferent as borrowers. Plans that tion for speedy assistance. 


The Family Realizes 
Its Plans 


Cry 
YAK See OM, tae. 


With final approval, the check is 
issued and a borrower-lender rela- 
tionship is begun which may last 
for as little as one year to as many 
as fifteen. The borrower receives 
monthly coupons. After the final 
payment, all loan documents are 
marked paid in full and returned to 
the borrower with our thanks. 


Beneficial: Lender 
of First Resort 
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For most of its history, the Benefi- 
cial office has been as familiar on 
the American landscape as Coke 
and Pepsi. 


In the past few decades, govern- 
ment policy has altered that land- 
scape, making Americans a nation 
of homeowners. Beneficial today 
fits appropriately into this new eco- 
nomic landscape, having reshaped 
itself into one of the nation’s 
lenders of first resort. Because it 
had learned early to make loans 
quickly to serve borrowers often in 
extreme need, Beneficial con- 
tinues to be a lender of “fast re- 
sort.” The Company has served 
generations of Americans and has 
earned a positive position of famil- 
larity as a prime source of credit. 


Beneficial’s new organization is 
shaped to recognize America’s 
new fiscal geography. As a major 
participant in the second mort- 
gage market, it aims to retain and 
enlarge Its position as a significant, 
trusted, accessible lender. 
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Beneficial Corporation and Consolidated Subsidiaries 


Balance Sheet 
(in millions) 1981 1980 
Assets 
Cash (Note 4) $ 49.7 $ 55.2 
Finance Receivables (Note 5) 4,916.5 4,763.1 
Less Unearned Finance Charges (470.7) (510.2) 
Principal of Finance Receivables 4,445.8 4,252.9 
Less: Reserve for Credit Losses (196.5) (194.8) 
Insurance Policy and Claim Reserves Applicable to 
Finance Receivables (141.9) (139.2) 
Net Finance Receivables 4,107.4 3,918.9 
Net Receivables Acquired from Western Auto (Note 6) 123.6 118.3 
Investments (Note 7) 1,104.4 1,015.2 
Equity in Net Assets of Non-Consolidated Subsidiaries 
Savings and Loan Division (Note 19 and Page 52) oon 60.1 
Merchandising Division (Page 61) 195.4 188.4 
Other eh 6.6 
259.6 Z0ou 
Investments in and Advances to Discontinued Operations (Note 3) 10279 160.3 
Property and Equipment (at cost, less accumulated depreciation 
of $27.3 and $31.4) 197.6 132.0 
Other Assets (Note 8) 395.0 376.4 
Total $6,340.2 $6,031.4 
Liabilities and Shareholders’ Equity 
Short-Term Debt (Note 9) 
U.S. Currency $ 944.4 $ 669.0 
Foreign Currency 184.5 145.4 
1,128.9 814.4 
Deposits Payable 96.4 94.0 
Accounts Payable and Accrued Liabilities (Note 10) AMiske 289.0 
Insurance Policy and Claim Reserves (applicable to risks other than 
finance receivables) 480.3 418.3 
Long-Term Debt (Note 11) 3,357.3 3,336.0 
Total Liabilities Spee lon! 4,951.7 
Redeemable Preferred Stock (Note 13) 125.0 125.0 
Other Preferred Stock (Note 12) 116.2 116.4 
Common Stock (60.0 shares authorized, 22.2 and 22.2 shares 
issued and outstanding) (Note 12) 222 22.2 
Additional Paid-in Capital (Note 11) 62.4 62.0 
Net Unrealized Loss on Equity Securities (Note 7) (25.4) (17.7) 
Retained Earnings (Note 11) 703.1 771.8 
Total $6,340.2 $6,031.4 


See Notes to Financial Statements. 
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Beneficial Corporation and Consolidated Subsidiaries 
Statement of Income and Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1981 1980 (in millions) 1981 1980 1979 
Finance Division 
$391.4 $337.3 Revenue $1,466.14 oy CPR $982.9 
Expenses 
120.6 102.1 Interest (Notes 1f and 20) 458.7 395.4 243.8 
47.7 50.1 Salaries and Employee Benefits 206.0 203.9 166.1 
oom 31.8 Provision for Credit Losses (less recoveries) 108.3 107.2 102.4 
98.0 63.6 Insurance Benefits Provided S2f.2 228.1 136.0 
Sis Stee! Other 254.8 232A 179.8 
356.3 306.1 Total 1395.0 1,166.7 828.1 
OOM S12 Operating Income dal 156.5 154.8 
— = Provision for Restructuring Costs (Note 15) (8.4) — = 
=e (.8) Foreign Exchange Gain (Loss) (Note 1e) (3.2) (2.0) 6 
cient 30.4 Income Before Income Taxes 995 154.5 155.4 
12:2 (eve Provision for Income Taxes (Note 16) 37.6 Dog 56.6 
as Zeit Income From Finance Division 61.9 100.6 98.8 
(14.4) 1.6 Income (Loss) From Savings and Loan Division (Note 19) (21.3) oa 12.6 
Path Za Income (Loss) From Merchandising Division 12.0 4.8 (4.6) 
Interest Expense, After Income Taxes, Related to 
Investment in Non-Consolidated Subsidiaries 
(3.6) (2.8) (Notes 1f and 20) aan) (10.4) (10.3) 
7.6 23.6 Income From Continuing Operations 38.9 98.1 96.5 
Discontinued Operations, After Income Taxes (Note 3) 
— 4.5 Income (Loss) (5) 8 8.1 
(.9) (15) Interest Expense Related to Investment (5.4) (5,1) (4.3) 
SS —- Loss on Disposal (40.7) as .& 
(.9) o.2 (46.6) (4.3) 3.8 
Gi7. 26.8 Net Income (Loss) (ae 93.8 100.3 
adel TOOT. Retained Earnings, Beginning of Petiod 771.8 738.8 692.9 
Cumulative effect of change in 
— — accounting principle (Note 2) — — (3.6) 
fae Hasse Retained Earnings, Beginning of Period, as restated 771.8 738.8 689.3 
14.7 14.7 Dividends 61.0 60.8 50.8 
$703.1 $771.8 Retained Earnings, End of Period S703 Sek a epelis $738.8 
Earnings Per Common Share (Note 18) 
C14 Crear Continuing Operations $ .97 CeuEaios $ 4.04 
(.03) 14 Discontinued Operations (2.08) (.19) ae 
Soe Sa041 Net Income (Loss) Std) ee ce $ 4.21 
By edge) $ 22.6 Earnings (Loss) Available for Common Stock se DEL ETA OA gd s ied $ 93.5 
22.3 22.3 Average Outstanding Shares Pans 22:3 PERE) 
$50 Ger 50 Dividends Per Common Share C200 $2 = 2:00 $ 1.95 


See Notes to Financial Statements. 
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Beneficial Corporation and Consolidated Subsidiaries 


Management's Discussion and Analysis of Financial Condition and Results of Operations 


Introduction 


The year 1979 was a period of rapid growth for Beneficial Cor- 
poration. During this year assets grew from $3.9 billion to $6.0 
billion. Principal of finance receivables expanded from $3,015.4 
million to $4,264.0 million. The acquisitions of Capital Finance 
Services, Inc. and Southwestern Investment Company in mid- 
December 1979 contributed significantly to this growth. The 
Company also acquired several insurance companies which 
contributed to the expansion of the Insurance Group. 

The completion of the acquisition of First Texas Financial Cor- 
poration in 1979 resulted in the formation of the Savings and 
Loan Division. 


The year 1980 was a period of consolidation for the Company's 
finance operation. Due to the new Federal Bankruptcy Act 
which became effective in late 1979, management adopted a 
policy of reducing the number of smaller unsecured loans and 
increasing its investment in larger, more profitable real estate 
secured loans. As a result, the total principal amount of finance 
receivables outstanding declined slightly during the year, despite 
an increase of $639 million in real estate secured loans, which 
represented approximately 35% of total principal of receivables 
at December 31, 1980. 


The year 1981 reflected the continuing emphasis on the contrac- 
tion of the smaller unsecured loans coupled with tighter expense 
control. Over 450 loan offices were closed or consolidated 
during the year. New lending operations were effectively ceased 
in twelve unattractive states while remaining operations in two 
other states were sold. Real estate secured loans continued to 
grow, increasing $565 million during the year, and accounted for 
46% of total principal of receivables at December 31, 1981. 
Results for 1981 were adversely affected by the $40.7 million loss 
on the sale of Spiegel, Inc., a merchandising subsidiary and by 
an $8.4 million pretax provision for restructuring costs related to 
the office closings and sale of operations discussed above. 


Results of Operations 


Finance Division revenue has increased substantially in the last 
three years. Both the Consumer Finance Group and the Insur- 
ance Group have contributed to this increase. The increase in 
consumer finance revenue is almost entirely attributable to 
higher average finance receivables. Insurance premiums 
earned increased 28%, 43% and 46% in 1981, 1980 and 1979 
compared with each preceding year. Gains in insurance pre- 
miums earned came from both the Consumer Finance Group 
and non-affiliated sources. Non-affiliated business grew to ap- 
proximately 80% of total premiums written in 1981 versus 78% 
and 60% in 1980 and 1979, respectively. Contributing to these 
increases were the acquisitions of Northwestern Security Life 
Insurance Company and the insurance subsidiaries of Capital 
and Southwestern Investment in December 1979. Insurance 
investment income was $85.3 million, $65.6 million and $31.9 
million in 1981, 1980 and 1979, respectively. The increasing trend 
is due to higher levels of investments at increased rates of return. 


Interest expense increased 16%, 62% and 50% in 1981, 1980 
and 1979, respectively. Approximately 74% and 75% of these 
increases in 1980 and 1979 were due to additional borrowings 
with the remainder due to higher rates. In 1981, however, addi- 
tional borrowings accounted for only 8% of the increase while 
high interest rates accounted for the remaining 92%. Thus it is 
quite apparent that high interest rates were a major fundamental 
factor impeding operating results in 1981. Lending spreads for 
the year were severely impacted as the overall interest rate on 
borrowings increased to 11.53% from 10.16% in 1980 and 
8.89% in 1979. 


The provision for credit losses remained substantially the same 
in 1981 and 1980 as compared to each preceding year, reflecting 
the shift to real estate secured loans, after increasing 44% in 
1979 over 1978. Charge-offs as a percentage of finance recelv- 
ables were 2.17%, 2.34% and 1.87% in 1981, 1980 and 1979, 
respectively. The decline in charge-offs in 1981 resulted from 
lower credit losses inherent in real estate secured loans as well 
as a decline in bankruptcy charge-offs. The increase in charge- 
offs in 1980 reflected increased consumer bankruptcies under 
the new Federal Bankruptcy Act effective in late 1979. The per- 
centage of loan balances more than two months delinquent was 
1.54% at December 31, 1981, down slightly from 1.55% at the 
end of 1980 but higher than 1.26% at year-end 1979. Delin- 
quency on real estate secured loans is substantially lower than 
on unsecured loans. It is anticipated that, as the percent of real 
estate loans to total loans grow, barring severe economic dislo- 
cations, lower overall credit losses will result. 


Insurance benefits provided increased 43%, 68% and 57% in 
1981, 1980 and 1979 over each preceding year. These increases 
reflect the growing volume of business and moderately higher 
loss ratios, as well as alarger portion of annuity business, which 
requires substantially higher reserves. 


In 1981, the Company provided $7.2 million for employee sever- 
ance costs relating to the restructuring of operating departments 
and headquarters operations resulting from the closing of ap- 
proximately 450 consumer finance offices and $1.2 million for 
the loss on the sale of lending operations in Alabama and 
Tennessee. 


The provision for income taxes represented 37.8%, 34.9% and 
36.4% of Finance Division income before taxes in 1981, 1980 
and 1979, respectively. Each percentage is lower than the ex- 
pected tax rate of 46% principally because the income of the 
insurance operations is taxed at lower effective tax rates as dis- 
cussed in Note 16 on page 43. 


Income from the Finance Division for the two years 1980 and 
1979 was relatively flat, but declined to $61.9 million during 1981, 
a decrease of 38.5% from 1980. The higher cost of borrowing 
and the provision for restructuring costs discussed above were 
primarily responsible for the decline in net income of the Con- 
sumer Finance Group from $50.2 million in 1980 to $11.1 million 
in 1981. Net income of the Insurance Group increased from 
$50.4 million in 1979 to $59.5 million in 1980 and to $63.1 million 
in 1981. 


Income from the Savings and Loan Division, after purchase 
accounting adjustments, decreased from a profit of $12.6 million 
in 1979, to a profit of $3.1 million in 1980, and to a loss of $21.3 
million in 1981. Although revenues have increased in each of the 
last three years, the difference between the yield on the loan 
portfolio and the interest rate on funds borrowed by the Division 
has deteriorated from a positive spread of .72% at the end of 
1979 to anegative spread of 2.08% in 1981. 


The Merchandising Division incurred a loss of $4.6 million in 
1979 but produced income of $4.8 million in 1980 and $12.0 
million in 1981. Reductions in variable costs and salary expense 
more than offset declining sales during the three years ended 
December 31, 1981. 


Capital Resources and Liquidity 


Principal collections of finance receivables from customers is the 
Company's major internal source of funds. As a percentage of 
average monthly balances, cash principal collections have re- 
flected the trend to longer contractual maturities resulting primar- 
ily from the higher proportion of real estate secured loans. The 
percentage of cash principal collections was 3.85% for 1981, 
4.01% for 1980 and 4.37% for 1979. Due to these ongoing col- 
lections, the ability to cut back lending activity when necessary, 
and substantial access to worldwide credit sources, liquidity 
does not present a problem for the Company. 


Short-term debt is used to provide flexibility to finance operations 
on a day-to-day basis and as a buffer during periods when re- 
ceivables contract and expand. Total short-term debt was 25% 
of total debt at December 31, 1981 and 20% and 23% at the end 
of 1980 and 1979, respectively. The increase in short-term debt 
in 1981 resulted from growth in receivables and additions to 
property and equipment relating to the construction of two new 
office complexes discussed below. Commercial paper and bank 
lines of credit represent the primary source of short-term funds 
for the Company. The Company maintains unused bank line 
coverage equal to at least 100% of commercial paper obliga- 
tions. At December 31, 1981 the unused portion of bank lines of 
credit was $529.0 million, 109% of commercial paper outstand- 
ing. 

The Company generally relies heavily on the issuance of long- 
term debt to finance its operations. The strategy has been to 
fund growth with long-term debt to the extent practicable in both 
domestic and foreign operations. One of the Company's finan- 
cial strengths is its ability to raise long-term debt in a wide variety 
of domestic and international markets at the longest terms avail- 
able to finance companies. Management closely monitors the 
long-term market with the intention of rolling over short-term debt 
into long-term debt. 


The Company's debt to equity (including redeemable preferred 
stock) ratio was 4.47 to 1 at December 31, 1981, 3.83 to 1 at 
December 31, 1980, and 4.16 to 1 at December 31, 1979. The 
principal reasons for the high leverage in 1979 were internal 
growth and acquisitions. During 1980 the Company reduced its 
leverage largely by increasing retained earnings and by selling 


138 of the former offices of Capital and Southwestern for approx- 
imately $190 million. In 1981 the higher leverage resulted from 
increased borrowings to support increased finance receivables, 
particularly in real estate secured loans. The 1981 ratio was also 
adversely impacted by the reduction in retained earnings result- 
ing from the sale of Spiegel. 


Due to the rise in interest rates and the increased leverage 
during the three-year period ending December 31, 1981, the 
ratio of earnings to fixed charges (based on income from con- 
tinuing operations) went from 1.73 to 1 in 1979, to 1.30 to1 in 
1980 and to 1.17 to 1 in 1981. Continued emphasis on expense 
control, the switch in the mix of the receivable portfolio toward 
larger, real estate secured loans, and the continued raising of 
interest rates by state regulatory agencies on loans made by the 
Company are all expected to contribute to improved fixed 
charge coverage. 


Long-term debt of $94.7 million will mature during 1982. These 

maturities are expected to be financed through the wide variety 
of markets available to the Company. The Company's access to 
short-term debt through the issuance of commercial paper ona 
direct placement basis and the unused portion of the bank lines 
of credit will continue to make short-term funds available. 


The Company has other commitments arising from the continu- 
ing construction of two office complexes for occupancy by the 
Company in 1982. The expected cash needed to complete 
these complexes is $33 million, which will be financed initially 
through general funds available to the Company. 


The Savings and Loan Division finances its operations mainly 
through savings accounts, loan principal repayments and ad- 
vances from the Federal Home Loan Bank. 


The Merchandising Division finances Its operations largely 
through the sale of consumer receivables to Beneficial, receiv- 
ables collections and its own cash flow. 


Further information on the Finance Division is in the Financing 
section on Page 5, the Consumer Finance Group section on 
Page 6, and the BENICO section on Page 11. 


Management's Discussion of Supplementary Financial Data 
Adjusted for General Inflation is on Page 49 with the related data 
on Page 48. 


Management's Discussion and Analysis of Financial Condition 
and Results of Operations for the Savings and Loan Division is 
on Page 54 and for the Merchandising Division is on Page 63. 


Beneficial Corporation and Consolidated Subsidiaries 
Statement of Changes in Financial Position 


1981 


$ 38.9 


1980 


$ 98.1 


eee) 


$ °° 965 


8.2 
42.6 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1981 1980 (in millions) 
Source of Funds 
Operations 
LE es > 23.6 Income From Continuing Operations 
Non-Cash Charges (Credits) to Income 
36.5 34.4 Provision for Credit Losses (before recoveries) 
(12.2) (17.9) Increase (Decrease) in Unpaid Expenses 
SA 26.5 Increase in Insurance Reserves 
8.1 58 Depreciation, Amortization, and Other 
ro Fal 5 Unrealized Foreign Exchange Loss (Gain) 
24.9 47.3 Provision for Deferred Income Taxes 
Undistributed Net Loss (Income) of 
18.2 (1.5) Non-Consolidated Subsidiaries 
89.9 124.5 Funds Provided by Continuing Operations 
Decrease (Increase) in Investments in and Advances 
9.8 Bago to Discontinued Operations 
— 189.8 Proceeds From Divestiture of Offices 
(111.9) (150.6) Increase (Decrease) in Short-Term Debt 
— — Redeemable Preferred Stock Issued 
55.9 65.7 Long-lerm Debt Issued 
(60.4) (10.0) Other—Net 
$ (16.7) $230.4 
Application of Funds 
Increase (Decrease)in Principal of Finance Receivables 
$ (72.4) $ 80.2 (before charge-offs) 
4.5 8.7 Increase in Investments (at carrying amount) 
ote — Savings and Loan Division Acquisitions 
— — Loss on Disposal of Spiegel 
ee B20 Additions to Property and Equipment 
(Ti2) Bie Decrease (Increase) in Accounts Payable 
35.8 89.3 Long-lerm Debt Paid 
— — Capital and Southwestern Acquisitions 
Dividends on Capital Stock 
3.8 3.8 Preferred 
10.9 10.9 Common 
$ (16.7) $230.4 


Kis) 


See Notes to Financial Statements. 


$1,510.8 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements 
(amounts in millions) 


1. Summary of Significant Accounting Principles and 
Practices 


a) Basis of Consolidation. The consolidated financial statements 
include, after inter-company eliminations, the accounts of all 
significant subsidiaries except those comprising the Savings and 
Loan Division and Merchandising Division, which are included 
on the equity method and discontinued operations. Financial 
Statements for the Savings and Loan Division and for the Mer- 
chandising Division are presented elsewhere in this report. 


Certain prior period amounts have been reclassified to conform 
with the 1981 presentation. 


b) Finance Operations. The financial statements, except for con- 
sumer finance revenue, are prepared on the accrual basis. 


Unearned finance charges generally are taken into income as 
earned and collected under the sum-of-the-digits method. 
Income from interest-bearing direct cash loans is taken into 
income as collected. 


Receivables considered uncollectible or to require dispropor- 
tionate collection costs are charged to the reserve for credit 
losses, but collection efforts generally are continued. 


Cc) Insurance Operations. Insurance subsidiaries are engaged 
primarily in credit life, credit accident and health, and property 
and liability insurance. 


Insurance policy acquisition costs are deferred and amortized 
over the lives of the policies in relation to earned premium. 


Premiums on credit life insurance are taken into income on the 
sum-of-the-digits method or, in the case of level-term contracts, 
on the straight-line method over the lives of the policies. Pre- 
miums on credit accident and health contracts are generally 
taken into income on an average of the sum-of-the-digits and the 
straight-line methods. Property and liability premiums are taken 
into income on the straight-line method. 


d) Valuation of Investments. Debt securities are carried at 
amortized cost. Equity securities (substantially all marketable) 
generally are carried at market value. The carrying amount of 
marketable equity securities is adjusted from cost to market 
value through a valuation allowance. The change in valuation is 
not reflected in the income statement. Other investments are 
Carried at cost. 


e) Translation of Foreign Currencies. Foreign currencies are 
translated under Financial Accounting Standards Board State- 
ment No. 8. Assets (including immaterial amounts of property 
and equipment and related accumulated depreciation) and 
liabilities in foreign currencies are translated to U.S. dollar 
equivalents at the market rates at each balance sheet date. 
Translation of foreign operating results is at the average market 
rate for each period covered by the Statement of Income. The 
net gain or loss is credited or charged to income. 


f) Interest Expense, After Income Taxes, Related to Investment 
in Subsidiaries. Interest expense related to investment in non- 
Finance Division subsidiaries and discontinued operations is 
removed from interest expense of the Finance Division and is 
shown, net of taxes, as a separate item. Interest expense related 
to the investment in the Insurance Group is removed from in- 
terest expense of the Consumer Finance Group (Page 50), but 
remains in expense of the Finance Division. 


OF 


The aggregate expense reflects the cost of funds used to ac- 
quire various subsidiaries as well as interest on funds used by 
Beneficial Corporation to pay dividends applicable to those 
subsidiaries to the extent that the subsidiaries have not paid 
dividends at the same payout ratio with regard to available net 
income as has Beneficial Corporation. 


This presentation results ina more meaningful measure of 
profitability of the Consumer Finance Group and the Finance 
Division, as such interest expense is a common expense of the 
Company rather than applying to a particular division or group. 


g) Amortization of Excess Cost of Net Assets Acquired. Excess 
cost applicable to acquisitions before November 1, 1970 is not 
being amortized. Excess cost applicable to subsequent acaquisi- 
tions is being amortized over 40 years. 


2. Change in Accounting Principle 


Effective January 1, 1981, in accordance with Financial Account- 
ing Standards Board Statement No. 43, the Company changed 
its method of accounting for vacation pay and began accruing 
vacation pay as earned. Financial statements prior to 1981 have 
been restated as required by the Statement, resulting in a de- 
crease in retained earnings as of January 1, 1979 of $3.6 (after 
income taxes of $1.8). The accounting change decreased pre- 
viously reported net income by $.2 ($.01 per share) for 1980 and 
$.8 ($.03 per share) for 1979. The Company previously ac- 
counted for the costs of vacation pay in the period in which paid. 


3. Discontinued Operations 


On August 31, 1981 the Company signed a definitive agreement 
for the sale of the stock of its wholly-owned subsidiary, Spiegel, 
Inc., to Otto Versand (GmbH & Co.), Hamburg, West Germany, 
for approximately $50.0. The transaction, completed January 6, 
1982, resulted in a loss on disposal of $40.7 (after income taxes 
of $9.9), aloss of $1.83 a share. Income (loss) from discontinued 
operations was §(.5), $.8 and $8.1 after income taxes of ($.5), 
$.4 and $6.1 in 1981, 1980 and 1979, respectively. The interest 
expense related to the Company's investment in Spiegel of $5.4, 
$5.1 and $4.3 in 1981, 1980 and 1979, respectively, has been 
reclassified to discontinued operations. 


Under the terms of the agreement the stock of Fairfax Family 
Fund, Inc., a wholly-owned subsidiary of Spiegel, was trans- 
ferred by means of a dividend to Beneficial Corporation on 
December 31, 1981. As management has decided to liquidate 
Fairfax, whose activities since August 31, 1981 have been limited 
to collection of outstanding receivables, Fairfax has also been 
accounted for as discontinued operations since August 31, 1981. 
The estimated loss on disposition of Fairfax has been provided 
for in the loss on disposal included in discontinued operations. 


The Company's investments in and advances to Spiegel is 
shown on the Balance Sheet at net realizable value. 


The Statement of Income reflects the results of discontinued 
operations separately from continuing operations. 


Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements (continued) 
(amounts in millions) 


At December 31, 1981, the assets and liabilities of Discontinued 
Operations were as follows: 


Assets $441.1 
Liabilities 364.6 
Net Assets $ 76.5 


Net sales and other revenue of Discontinued Operations were 
$439.0, $411.7 and $426.2 in 1981, 1980 and 1979, respec- 
tively. 


4. Cash 
December 31 1981 1980 
On Hand and Unrestricted Deposits $18.1 $24.4 
Compensating Balances 31.6 30.8 
Total Cash $49.7 $55.2 


Compensating balance requirements generally are 7% on one- 
half of the bank line of credit with a 72% per annum fee on the 
remainder. 


5. Finance Receivables 


The principal of finance receivables and maximum term (in 
months from origination) are as follows: 


Maximum 

Amount Term 

December 31 1981 1980 1981 1980 
(months) 


Real Estate Secured Loans $2,035'°$1:4760) © 180.180 


Other Loans W832 52:19 7en 1 COeLoO 
Sales Finance Contracts 241 3265 OO moO 
Bank Credit Card Receivables 106 92 Om oo 
Lease and Commercial 
Finance Receivables 232 168 300 300 
Total Principal of Finance 
Receivables $4,446 $4,253 


Scheduled contractual payments of finance receivables to be 
received after December 31, 1981 are as follows: 


1982 1983 1984 1985 Beyond 
Real Estate Secured 
Loans 17% 14% 14% 14% 41% 
Other Loans 51 Si 14 3 1 
Sales Finance Contracts 68 23 6 } 1 
Bank Credit Card 
Receivables 44 Sil 218) — _ 
Lease and Commercial 
Finance Receivables 25 18 12 8 of, 
Total 36 25 14 8 19 


The above tabulation of scheduled contractual payments is not a 
forecast of collections. Collections of principal of finance receiv- 
ables amounted to $2,011.8 for 1981 and $2,048.8 for 1980. 


The percentage of monthly cash principal collections to average 
monthly balances was 3.85% for 1981 and 4.01% for 1980. 


6. Net Receivables Acquired from Western Auto 


Customer receivables of Western Auto retail and associate 
stores are purchased, with recourse, from Western Auto, which 
maintains the reserve for credit losses applicable to these receiv- 
ables. The accounts had a weighted average remaining maturity 
of 13 months at December 31,1981. 


7. Investments 


Investments are principally Insurance Group long-term invest- 
ments. Equity securities had a cost of $116.2 at December 31, 
1981 and $116.1 at December 31, 1980. 


Investments consist of the following: 
1981 1980 
Carrying Market Carrying Market 


December 31 


Amount Value Amount Value 
Debt Securities 
Certificates of 
Deposit $118.87 $118.8 S$  98:335529383 
Commercial Paper 39.9 39.9 Al?  “Alz7, 
U.S. Government 
Obligations 1o22) aoa il Sele Oo) 
Foreign Government 
and Agency 
Obligations ideOw sOcte 74.1 66.8 
Municipal Bonds 313.8" 180147) 300,78 2046 
Convertible Bonds 8.1 6.5 14.9 13.4 
Non-Convertible 
Bonds 187.9 158.4 1667435 
Other 107.0 910720 96.2 96.2 
999.3 804.3 907.7 774.7 
Equity Securities 
Convertible Preferred 
Stocks — _ 4.5 4.5 
Other Preferred 
Stocks 43:3 995403 50:8 ya oU.e 
Common Stocks A? Sea. 43.1 43.1 
90.8 90.8 98.4 984 
Other 14.3 14.3 9.1 9.1 


Total Investments $1,104.4 $909.4 $1,015.2 $882.2 


Net unrealized loss on equity securities is as follows: 


December 31 1981 1980 

Unrealized Losses $(27.4) $(22.8) 
Less Unrealized Gains 2.0 8), 

Net Unrealized Loss $(25.4) $(17.7) 


Realized gains and losses are determined on the specific cost 
identification basis and are not material. 


A a 


8. Other Assets 


December 31 1981 1980 
Accounts and Notes Receivable $ 21.8 $ 6 
Accrued Interest on Investments 24.7 20.2 


Deferred Income Tax Benefits — 16.4 


Excess Cost of Net Assets Acquired 131.9 138.0 
Insurance Premiums Receivable DAKO 55.0 
Prepaid Expenses 23.0 40.7 
Property Acquired by Foreclosures 14.0 


Receivable from Merchandising 
Division 8.1 9.0 


Unamortized Insurance Policy 


Acquisition Costs 69.3 60.4 
Unamortized Long-Term Debt Expense 16.8 19.2 
Other 33.8 16.9 

Total Other Assets $395.0 $376.4 


The portion of excess cost of net assets acquired being amor- 
tized at December 31, 1981 and 1980 is $106.4 and $112.8. 


9. Short-Term Debt 


December 31 1981 1980 
Banks $2.561-0 $246.2 
Commercial Paper 485.5 503.5 
Total Short-Term Notes 1,046.5 749.7 
Employee Thrift Accounts 86.6 67.7 
Total We SE 817.4 
Unamortized Discount (4.2) (3.0) 
Total Short-Term Debt $1,128.9 $814.4 

Bank lines of credit are as follows: 
December 31 1981 1980 
Loans $ 561.0 $246.2 
Unused Portion 529.0 Tésvilno 
Total Bank Lines $1,090.0 $997.7 


Data for short-term notes are: 


1981 1980 1979 

Maximum amount at any 

month end $1,298.7 $1,003.9 $929.9 
Daily average amount 95723 888.5 566.6 
Average actual interest rates 

U.S. dollar borrowings 17.17% 13.68% 12.14% 

Foreign currency borrowings 13.73 12.76 11.47 

Overall 16.63 13.46 11.96 


The average interest rates on short-term notes outstanding at 
year end, without giving effect to compensating balances at 
banks, and maturities are as follows: 


December 31 1981 1980 1979 
Average interest rates 
Banks 
U.S. dollars 14.71% 21.28% 15.22% 
Foreign currencies 15.34 13.42 12.00 
Overall 14.88 17.90 13.63 
Commercial Paper 
U.S. dollars 12.64 19.34 13.22 
Foreign currencies 16.65 16.99 13.44 
Overall 12.87 me 1920 13:27 
Maturities (in days) 
Banks 1-90 1-90 1-365 
Commercial Paper 15-1801 551 50294152180 
10. Accounts Payable and Accrued Liabilities 
December 31 1981 1980 
Accounts Payable $ 37.9 $ 26.5 
Accrued and Deferred Compensation 24.9 24.1 
Accrued Interest 95.1 85.2 
Dealer Reserves 23.5 24.4 
Deferred Income Taxes 42.5 — 
Income Taxes Payable (Recoverable) (33.0) 32.4 
Insurance Premiums Payable 54.7 62.1 
Other 28.2 34.6 
Total Accounts Payable and 
Accrued Liabilities $273.8 $289.0 


4) 


Beneficial Corporation and Consolidated Subsidiaries 

Notes to Financial Statements (continued) 

(amounts in millions) 

11. Long-Term Debt and Restrictions on Additional Paid-in 
Capital and Retained Earnings 


Long-term debt outstanding is as follows: 


December 31 1981 1980 
By Currency 
United States $2,945.5 $2,912.3 
Australian 145.6 108.9 
British 85.1 95.7 
Canadian 109.0 146.9 
Other 90.2 96.2 
Total 3,375.4 3,360.0 
Unamortized Discount (18.1) (24.0) 
Total Long-Term Debt $3,357.3 $3,336.0 
By Maturity 
1981 $ = + 158:3 
1982 94.7 91.8 
1983 241.7 207.4 
1984 561.9 542.3 
1985 295.6 285.8 
1986 239.9 65.7 
1987-91 1,076.8 (150;3 
1992-96 S26 319.9 
1997-2001 163.5 163.5 
2002-07 Show 3/5.0 
Total G3/54 3,360.0 
Unamortized Discount (Beh) (24.0) 
Total Long-Term Debt Sooo $3,336.0 
Subordinated Debt Included Above $ 50.0 Seer 
Weighted Average Annual Interest Rate 
on Debt Outstanding at End of Year 9.70% 8.81% 


Long-term debt at December 31, 1981 includes $550.0 for 
which the holder may elect payment prior to maturity. Such debt 
is shown above in the earliest year it could become payable. 


Certain of the indentures and agreements relating to the Com- 
pany’s long-term debt contain convenants restricting payment of 
dividends (other than stock dividends) and the purchase and 
retirement of the Company's capital stock. At December 31, 
1981 and 1980, the amounts of all unrestricted additional paid-in 
capital and retained earnings, under the most restrictive of these 
covenants, are approximately $430 and $550. 


The increases of $.4 and $.2 in 1981 and 1980 in additional paid- 
in capital resulted from additions upon the conversion of $5.50 
Dividend Cumulative Convertible Preferred Stock to Common 
Stock and the distribution of common stock from the treasury for 
the Company's incentive compensation plan. 


12. Capital Stock 
The number of shares of capital stock is as follows: 


Issued and Outstanding December 31 —- 1981 1980 


Preferred—no par value 
(issuable in series). 
Authorized, 500,000 

9,25% Series 
Redeemable Preferred 


Preferred—$1 par value. 
Authorized, 2,500,000 


5% Cumulative Preferred— 
$50 par value. 
Authorized, 585,730 


$5.50 Dividend Cumulative 
Convertible Preferred— 
no par value—$20 stated 
value (each share convertible 
into 4.5 shares of Common; 
maximum liquidation value, 
$9.1 million and $9.9 million). 
Authorized, 1,164,077 

$4.50 Dividend Cumulative 
Preferred—$100 par value. 
Authorized, 103,976 


$4.30 Dividend Cumulative 
Preferred—no par value— 
$100 stated value. 
Authorized, 1,069,204 


Common—$1 par value. 
Authorized, 60,000,000 


After deducting treasury shares 
a) 5% Cumulative Preferred 
b) Common 


125,000 125,000 


407,718(a  407,718(a 


91,186 98,854 


103,976 103,976 


836,585 836,585 


22,193,858(b 22,150,739(b 


178,012 178,012 
4,778,861 4,787,481 


At December 31, 1981, 410,337 of the authorized Common 
shares shown above are issuable upon conversion of $5.50 
Preferred. 


13. Redeemable Preferred Stock 


Dividends on the 9.25% Series Redeemable Preferred Stock, 
which are cumulative, are payable quarterly at $23.125 per 
share. Beginning November 15, 1985 and annually through 
November 15, 1999, the Company is required to redeem 8,333 
shares of the stock through a sinking fund at $1,000 per share. 
Sinking fund payments are cumulative. The Company may, at its 
option, increase the sinking fund payment by 8,333 shares an- 
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nually up to an aggregate of 43,750 shares. Unless dividend 
and sinking fund payments on this stock are current, the Com- 
pany may not pay dividends or make other distributions or pur- 
chase, redeem, or retire any issues of stock junior to this issue. 
The Company has the right to redeem the stock beginning No- 
vember 15, 1989 at an initial redemption price of $1,043.82 per 
share, declining ratably thereafter to $1,000 per share. Upon the 
arrearage of six quarterly dividends on any series of the Pre- 
ferred Stock, the holders of the 9.25% Series Preferred Stock 
with the holders of other series of the Preferred Stock voting as a 
class would be entitled to elect two members of the Board of 
Directors. 


14. Employee Retirement Plans 


The Company and consolidated subsidiaries have several retire- 
ment plans covering substantially all employees in the United 
States. The plans are fully funded. Total expense for the plans for 
1981, 1980 and 1979 was $6.5, $7.2 and $5.3, respectively. 
The Company makes annual contributions to the plans equal to 
the amounts accrued for retirement expense. Certain plan 
amendments were made during 1980 to provide for updated 
benefits, which had the effect of reducing net income by $1.1. 
Accumulated plan benefits and plan net assets for the Com- 
pany’s domestic benefit plans are: 


January 1 1981 1980 1979 

Actuarial Present Value of 

Accumulated Plan Benefits 
Vested $44.0 $34.2 $26.8 
Nonvested 6.2 7.4 2.9 
Total Actuarial Present Value of 

Accumulated Plan Benefits $50.2 $41.6 $29.7 
Net Assets Available for Benefits $85.3 $71.0 $54.0 


The weighted average assumed rate of return used in determin- 
ing the actuarial present value of accumulated plan benefits was 
8%. 


15. Provision for Restructuring Costs 


In 1981 the Company provided $7.2 for employee severance 
costs related to the restructuring of operating departments and 
headquarters operations resulting from the closing of approxi- 
mately 450 domestic consumer finance offices and $1.2 for the 
loss on the sale of consumer lending operations in Alabama and 
Tennessee. 
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16. Taxes on Income 


The Company files a consolidated U.S. federal income tax return 
with all eligible subsidiaries, including those in the Savings and 
Loan and Merchandising Divisions. The provision for income 
taxes for the Finance Division is comprised of: 


1981 1980 1979 
US: 

Current $122.9) ab (2-2) eos. 
Deferred 41.1 18.5 (2.5) 
Investment Tax Credit Deferred a 18.5 10.8 
Total U.S. 18.9 34.8 41.9 

Foreign 
Current 11.8 PARE, 8.7 
Deferred 1.4 We (1.2) 
Total Foreign 13.2 13.4 isa 
Total U.S. and Foreign cae 48.2 49.4 


State and Local BS By Vee 


Total Provision for 
Income Taxes 


$ 37.6 $53.9 $56.6 


Deferred income taxes result from timing differences in the rec- 
ognition of income and expense for tax and financial statement 
purposes and relate to: 


1981 1980 1979 
ONY 
Leasing Transactions $30.1 D2ito. $c8:5 
Differences Between Cash 
and Accrual Basis 3.9 (6.2) (5.4) 
Insurance Benefits Provided 20 3.0 4 
Insurance Policy 
Acquisition Costs SNe) MG 2.9 
Provision for Credit Losses (1.5) (2.5) (7.9) 
Unrealized Foreign Exchange 
Gain (Loss) 2.9 (2.4) (1.7) 
Other (.1) ie i 
Total U.S. 41.1 18.5 (2.5) 
Foreign 
Differences Between Cash 
and Accrual Basis dl ihe! ie 
Loss Carryover 6 (.5) (.7) 
Provision for Credit Losses RS) (.3) (.6) 
Unrealized Foreign Exchange 
Gain (Loss) (.1) 4 (.1) 
Other (.1) 8 — 
Total Foreign 1.4 id (1.2) 
Total Provision for 
Deferred Income 
Taxes $42.5 $20.2 $(3.7) 
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Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements (continued) 
(amounts in millions) 


A reconciliation between the expected and the effective U.S. 
and foreign tax rates on Finance Division income before income 
taxes follows: 


1981 1980 1979 
Expected Tax Rate 46.0% 46.0% 46.0% 
Increases (Decreases) in Tax Rate 
Resulting from 
Income of insurance subsid- 
aries taxed at lower 
effective rates (16:9) Cl 124) ee (O.0) 
State and local income taxes (3:2) CINE) een ean) 
Unrealized and untaxed 
foreign exchange gains 
and losses Ore 4 (.6) 
Investment tax credit (3.4) (a7) (.9) 
Accrual for prior year taxes 4:3 — — 
Other ne (.4) (.6) 
Effective Tax Rate 32.3% 31.2% 31.9% 


U.S. income taxes generally have not been provided on retained 
earnings of foreign subsidiaries, as such retained earnings are 
expected to be permanently invested in foreign countries. 


17. Leases 


There are 2,039 real estate leases. They generally have an ori- 
ginal term of five years with renewal option for a like term. Data 
processing equipment lease terms range from two to five years 
and generally are renewable. The minimum rental commitments 
under non-cancelable leases at December 31, 1981 are as 
follows: 


1982 $152 
1983 ha 
1984 7.0 
1985 44 
1986 25 
1987 thru 1991 39 
Thereafter ull 

Total $47.2 


18. Earnings Per Common Share 


Earnings per common share is computed on the basis of aver- 
age shares outstanding and their equivalents after deducting 
dividend requirements on preferred stocks. None of the pre- 
ferred stocks are common stock equivalents. 


19. Acquisitions/Divestitures 


The Company began the acquisition of the outstanding stock of 
First Texas Financial Corporation (now the Savings and Loan 
Division) in 1978 and acquired the remaining shares in 1979. In 
April 1981, Beneficial acquired Centennial Holding Company, 
Houston, Texas for $18.6. Centennial operated 15 savings and 
loan branches in Texas which have been merged into First 
Texas. 


In mid-December 1979 the Company acquired Capital Financial 
Services Inc. and the consumer finance and insurance opera- 
tions of Southwestern Investment Company. Results of opera- 
tions of Capital and Southwestern, except consumer finance 
offices subsequently divested, are included in the Finance Divi- 
sion from that time. 


In accordance with a consent decree between the Justice De- 
partment and the Company, BarclaysAmericanCorporation 
purchased, on October 10, 1980, 138 consumer finance offices 
formerly of Capital and Southwestern. The purchase price was 
approximately $190. 


The acquisitions, accounted for as purchases (net of divesti- 
tures), were as follows: 


Excess 

Cost Cost 

First Texas $ 91.8 $52.3 

Capital 110.7 30.6 

Southwestern 73.6 24.4 
Centennial Holding Company 18.6 dl 


“Excess cost recorded by the Savings and Loan Division. 


Excess cost, as shown above, is being amortized on the 
straight-line basis over 40 years. 


Purchase accounting adjustments of $28.5 (after taxes) relating 
to the value of mortgage loans of First Texas are being amortized 
under the sum-of-the-digits method over a maximum of nine 
years. Income from the Savings and Loan Division consisted of: 


1981 1980 1979 

Equity in Net Income (Loss) $(24.5) b> (8) a on9.0 
Purchase Accounting 

Adjustments Se 3.9 3.6 

Total $(21.3) $3.1 $12.6 


If the acquisitions, net of divestitures, had been made on 
January 1, 1979, net income for 1979 would have been $106.6, 
$4.50 per share. 
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20. Interest Expense 


The effect of the treatment for interest expense described in Note 
1f is as follows: 


1981 1980 1979 
Net Income 
Finance Division 
Consumer Finance Group Ditch oh OO. MESO 
Insurance Group 63.1 59:5 50.4 
Interest Expense, After Income 
Taxes, Related to Invest- 
ment in Insurance Group (12.3) (9.1) (4.2) 
Income From Finance Division 61.9 100.6 98.8 
Income (Loss) From Savings and 
Loan Division (21.3) oa 12.6 
Income (Loss) From Merchandising 
Division 12.0 48 (4.6) 
Interest Expense, After Income 
Taxes, Related to Investment in 
Non-Consolidated Subsidiaries (13.7) (10.4) (10.3) 
Income From Continuing 
Operations 38.9 98.1 96.5 
Discontinued Operations, 
After Income Taxes 
Income (Loss) (5) 8 8a 
Interest Expense 
Related to 
Investment (5.4) (5.1) (4.3) 
Loss on Disposal (40.7) — — 
Total (10) 1930 ie $100.3 


Financial Accounting Standards Board Statement No. 34 re- 
quires interest to be capitalized on assets being constructed for 
an enterprise’s own use, effective January 1, 1980. In 1979 the 
Company began construction of office buildings, expected to be 
ready for occupancy in 1982, and elected to begin capitalization 
of interest in 1979, as permitted. During 1981, 1980 and 1979 
the total amount of interest cost incurred was $505.9, $427.2 
and $271.9, respectively, of which $11.8, $3.5 and $.8 was 
capitalized. 


21. Operations in Different Geographic Areas 


Operations of the Finance Division are primarily in the United 
States. Foreign operations are conducted through subsidiaries 
in Canada, Australia and other countries. 
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Revenue, income before income taxes, net income, and identifi- 
able assets applicable to various geographic areas are as 


follows: 
1981 
Revenue 
United States $1,280.5 
Canada 49.8 
Other Countries 192.7 
Eliminations (a (56.9) 
Total $1,466.1 
Income Before Income Taxes 
United States a fee 
Canada 152 
Other Countries 21.6 
General Corporate 
Expenses (10.6) 
Total $ 99.5 
Net Income (Loss) 
United States See AG 
Canada 6.9 
Other Countries 14.6 
General Corporate 
Expenses (O50) 
Total $061.9 
Identifiable Assets at 
December 31 
United States $5,066.5 
Canada Pode. 
Other Countries 1,014.4 
Investments in 
and Advances to 
Non-Consolidated 
Subsidiaries 339.0 
Investments in 
and Advances to 
Discontinued Operations 102.9 
Corporate Assets 20H) 
Eliminations (b (438.9) 
Total $6,340.2 


1980 


$1,160.1 
54.3 
156.4 
(47.6) 


$1,323.2 


Se417.9 
17.0 
hil 


$4,811.4 
199.6 
1,001.6 


336.2 


160.3 
29.1 
(506.8) 


$6,031.4 


a) Interest and service fees received from affiliates. 
b) Intercompany receivables and payables. 


The assets above are classified by their identification with op- 
erations in each geographic area without regard to currency 


denominations. 


1979 


$851.7 
52.6 
Shs, 
(21.2) 


$982.9 


$134.3 
15.9 
13.9 


(8.7) 
$155.4 
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Beneficial Corporation and Consolidated Subsidiaries 


Notes to Financial Statements (concluded) 
(amounts in millions) 


The Company generally attempts to limit its exposure to foreign 
exchange fluctuations by borrowing in the same currencies as 
its assets. In the aggregate, amounts denominated in foreign 
currencies after translation to U.S. dollar equivalents are: 


December 31 1981 1980 

Assets $769.4 $728.4 
Liabilities 756.4 AWS 
Net Assets $ 13.0 ew oa 


22. Industry Segment Information 


The business of the Finance Division is comprised of consumer 
finance and insurance operations. Revenue, income before 
income taxes and identifiable assets applicable to these opera- 
tions follow: 


1981 1980 1979 
Revenue 
Consumer Finance Group $ 978.4 $ 944.1 S/327 
Insurance Group 496.4 388.3 260.5 
Eliminations (a (8.7) (9.2) (10.3) 
Total $1,466.1 $1,323.2 $982.9 
Income Before Income Taxes 
Consumer Finance Group $ 55.1 $ 102.9 $108.6 
Insurance Group Tilak LEX 63.3 
Interest Expense Related 
to Investment (22.7) (16.8) (7.8) 
General Corporate 
Expenses (10.6) (8.6) (8.7) 
Total 5) 109 Soe bn 154:5 $155.4 


1981 1980 
Identifiable Assets at 
December 31 
Consumer Finance Group $4,904.4 $4,633.6 
Insurance Group Aili2eOr ween 030s 
Investments in and 
Advances to 
Non-Consolidated 
Subsidiaries 339.0 336.2 
Investments in and 
Advances to 
Discontinued 
Operations 102.9 160.3 
Corporate Assets 2533 29.1 
Eliminations (bb (159.5) (158.5) 
Total $6,340.2 $6,031.4 


a) Principally intersegment revenue of consumer finance sub- 
sidiaries derived from insurance activities with affiliated insurance 
companies. 


b) Principally insurance reserves applicable to finance receiv- 
ables. 


23. Selected Financial Data 


Selected financial data required by Securities and Exchange 
Commission rules are included (unaudited) in Eleven-Year Sum- 
mary—Supplemental Information, Page 68 and in Data by Cal- 
endar Quarter—Supplemental Information Page 70. 


Beneficial Corporation and Consolidated Subsidiaries 


Accountants’ Opinion 


The Board of Directors and Shareholders 
of Beneficial Corporation 


We have examined the balance sheets of Beneficial Corporation 
and Consolidated Subsidiaries as of December 31, 1981 and 
1980 and the related statements of income and retained earn- 
ings and changes in financial position for each of the three years 
in the period ended December 31, 1981. Our examinations were 
made in accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered neces: 
sary in the circumstances. We did not examine the financial 
statements of Beneficial Acceptance Corporation (a consoli- 
dated subsidiary), which statements reflect assets of $123.6 and 
$118.3 million at December 31, 1981 and 1980 and revenue of 
$24.3 and $9.3 million for the years then ended. We also did not 
examine the financial statements of the Merchandising Division 
or of the Savings and Loan Division, the equity in net assets and 
net income (loss) of which are set forth in the accompanying 
financial statements. In addition, we did not examine the financial 
statements of Spiegel, Inc. and Subsidiaries, the equity in net 
assets and net income (loss) of which are included in discontin- 
ued operations in the accompanying financial statements. The 
financial statements of the aforementioned companies and divi- 
sions were examined by other auditors whose reports thereon 
have been furnished to us, and our opinion expressed herein, 
insofar as it relates to the amounts included for such companies 
and divisions, is based solely upon the reports of the other audi- 
tors. The report on the financial statements of Spiegel, Inc. and 
Subsidiaries is modified as to consistency with respect to the 
change, with which the other auditors concurred, in the amorti- 
zation period of retirement plan prior service costs. 


In our opinion, based upon our examinations and the reports of 
other auditors referred to above, such statements present fairly 
the financial position of Beneficial Corporation and Consolidated 
Subsidiaries at December 31, 1981 and 1980 and the results of 
their operations and changes in their financial position for each 
of the three years in the period ended December 31, 1981 in 
conformity with generally accepted accounting principles 
applied on a consistent basis, after restatement for the change, 
with which we concur, in the basis of presentation of the Mer- 
chandising Division resulting from the discontinuance of certain 
operations described in Note 3 to the financial statements. 


DELOITTE HASKINS & SELLS 


Morristown, New Jersey 
February 18, 1982 
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Beneficial Corporation and Consolidated Subsidiaries 
Supplementary Financial Data Adjusted for General Inflation 


(Unaudited) 
BN Pages creates ee ee a a i 
(in millions) 1981 
Income from Continuing Operations as Reported in the Statement of Income $38.9 
Adjustment to Restate Depreciation Expense for the Effect of General Inflation 3.9 
i, bac a eI i Aad ehh acing fi ati toca lh ep aih cc NNN i BR PNR ck a ae ee 
Income from Continuing Operations Adjusted for General Inflation $35.0 
Decline in Purchasing Power of Net Monetary Assets Held $34.1 
Neen eee eee a ee eee eee 
(in millions of average 1981 dollars) 
Years Ended December 31 1981 1980 1979 1978 1977 
Revenue $1,466.1 $1,460.8 $1,231.6 $1,072.7 $960.6 
Income From Continuing Operations 35.0 108.3 120.9 
Net Assets at Year End 1,000.8 1,169.3 ese 
Per Common Share 

Income From Continuing Operations .80 3.81 4.89 

Cash Dividends 2.00 aren 2.44 2.30 2.56 

Market Price at Year End 19.48 24.15 33.36 31.89 31.69 
Decline in Purchasing Power of Net 

Monetary Assets Held 34.1 59.3 6Gn0 
Average Consumer Price Index 272.4 246.8 217.4 195.4 13320 
Notes Current Cost 


Basis of Preparation 


The financial statements are prepared on the basis of historic 
prices in effect when the transactions occurred. The supplemen- 
tary financial information required by Financial Accounting 
Standard Board Statement No. 33 discloses certain effects of 
inflation on the Company's property and equipment. The sup- 
plemental data is expressed in average 1981 dollars and reflects 
adjustments for changes that have occurred in the purchasing 
power of the dollar as measured by the Consumer Price Index 
for all Urban Consumers (CPI-U). Certain information relating to 
years ended before December 31, 1979 is impractical to obtain. 


Data Adjusted for General Inflation 


Depreciation expense was calculated using the same methods 
and useful lives used in the financial statements. The Statement 
requires that no adjustments be made to the provision for 
income taxes. 


Because current cost amounts do not differ materially from 
amounts adjusted for general inflation (constant dollars), current 
cost data has not been included. 


Redeemable Preferred Stock 


For purposes of calculating the decline in purchasing power of 
net monetary assets held and net assets at year end, redeem- 
able preferred stock is included in shareholders’ equity. If re- 
deemable preferred stock had been classified as a monetary 
liability, the decline in purchasing power of net monetary assets 
held and net assets at year end would have been as follows: 


(in millions of average 1981 dollars) 


Years Ended December 31 1981 1980 1979 


Decline in Purchasing Power of 
Net Monetary Assets Held 


Net Assets at Year End 


S223)3 bm G4 4i(e omer 
379.8 1037-45 093 
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Beneficial Corporation and Consolidated Subsidiaries 


Management's Discussion of Supplementary Financial Data Adjusted for General Inflation 


Introduction 


Statement 33 requires certain businesses to measure and report 
the effects of changing prices using the methods of measure- 
ment and reporting formats prescribed. Two methods are pre- 
scribed by Statement 33: the “constant dollar” and “current 
cost” methods. The constant dollar method requires data ad- 
justed for “general inflation” using the CPI-U to provide financial 
information in dollars of equivalent purchasing power (constant 
dollars). Conversion to constant dollars does not change the 
historic cost basis of measurement, but changes only the unit of 
measurement. The current cost method requires data adjusted 
for the effects of changes in values of specific assets. Property 
and equipment, the only material specific assets of the Company 
affected by the requirement, are relatively insignificant to the 
operations of the Company, and current cost amounts do not 
differ materially from amounts adjusted for general inflation 
(constant dollar method). Current cost data, therefore, is not 
presented. 


Effects of Inflation 


In times of rising inflation consumers require additional funds to 
maintain a fixed level of assets, inventory or consumption which 
increases the level of loan demand on the Finance and Savings 
and Loan Divisions. However, high levels of inflation result in a 
higher cost of obtaining funds. Interest rates charged to cus- 
tomers cannot be substantially increased due to interest rate 
ceilings established by state laws. These interest rate ceilings 
have resulted in a reduction in operating margin since inflation 
induced increased costs cannct be passed on to our customers 
without approval for increases in interest rates charged. 


Rising inflation also affects the Merchandising Division. The 
reduction in the purchasing power of the dollar causes wage 
rates and other costs to climb. Costs to replace existing inven- 
tory and property and equipment are in excess of the prices 
initially paid. 


Net Income Adjusted for General Inflation 


Since most of the Company’s assets and liabilities are monetary 
in nature and fixed in terms of the amount of cash to be received 
or paid, they require no adjustment. Property and equipment, 
however, is not a monetary asset and has been restated to 
average 1981 dollars using the CPI-U. This resulted in a higher 
depreciation expense, reducing income from continuing opera- 
tions by $3.9 million as shown on the previous page. Deprecia- 
tion expense was calculated using the same methods, useful 
lives and salvage values used for historical cost depreciation as 
reflected in the primary financial statements. Revenue and other 
expense items were not restated as these are assumed to have 
occurred proportionately to the CPI-U over the course of the 
year. Statement 33 requires that no adjustment be made to the 
provision for income taxes for the additional depreciation 
expense. 
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A separate line is shown for the decline in purchasing power of 
net monetary assets held. Net monetary assets are cash and 
claims to cash fixed in terms of dollars less amounts owed, fixed 
in terms of dollars. Financial institutions are usually in a positive 
net monetary position. Consequently, they will show a purchas- 
ing power decline during periods of rising prices, which is not 
included in adjusting net income for general inflation. 


Selected Supplementary Financial Data Adjusted for General 
Inflation 


The table on the previous page shows the effect of adjusting 
selected financial data to average 1981 dollars. Net assets at 
year-end 1981 are calculated by reducing shareholders’ equity 
by the historic cost balance of property and equipment and 
converting the remainder to average 1981 dollars. To this figure 
is added the constant dollar property and equipment balance. 
The decrease in historic cost/constant dollar net assets versus 
net assets as reported in the primary statements is due to the 
conversion of year-end shareholders’ equity (less property and 
equipment) from year-end 1981 dollars to average 1981 dollars. 


Since Statement 33 is experimental in nature, the data presented 
herein should not be viewed as a precise calculation of the 
effects of inflation. 


Management Strategies for Coping with Inflation 


Corporate programs are underway to ensure that resources are 
efficiently utilized and costs are adequately controlled. Domestic 
lending operations have been reassessed and consolidated and 
emphasis is being placed on attracting second mortgage cus- 
tomers. Second mortgages are secured by real estate and are 
generally less costly to administer than consumer loans. The 
Company is also seeking approval from regulatory agencies to 
increase interest rates charged commensurate with the Com- 
pany’s higher cost of funds. Merchandising Division operations 
have been trimmed through the sale of Spiegel, while Western 
Auto results have improved significantly due to a program of 
expense control. These steps should improve profitability and 
help to offset the adverse effects of inflation. 


Consumer Finance Group 


Statement of Income 


Years Ended December 31 


(Unaudited) 
Three Months 
Ended December 31 
1981 1980 (in millions) 1981 
Net Finance Revenue 
$252.0 $223.7 Finance Charges and Fees $ 936.1 
114.4 92.3 Interest Expense 434.8 
137.6 131.4 Gross Margin 50153 
5.8 5.4 Other Revenue 42.3 
143.4 136.8 Total 543.6 
Operating Expenses 
43.9 47.4 Salaries and Employee Benefits 194.0 
Sean 31.8 Provision for Credit Losses (less recoveries) 108.3 
2.4 SES) Advertising aes 
2.6 2.0 Depreciation 10.6 
2.6 2.8 Postage and Express ike 
28 2.8 Printing and Stationery AZO 
7.9 7.0 Rent oOw 
47 47 Telephone 19.8 
30 3.2 Travel (3.3 
18.5 12.6 Other 72.1 
120.6 118.2 Total 488.1 
22.8 18.6 Operating Income 55:5 
— -— Provision for Restructuring Costs (Note 15) (8.4) 
22.8 18.6 Income (Loss) Before Income Taxes 47 
02:8 6.3 Provision for Income Taxes 29.6 
10.0 1253 Income (Loss) Before Foreign Exchange Gain (Loss) nas) 
6 (2.2) Foreign Exchange Gain (Loss), After Income Taxes (6.4) 
$ 10.6 $ 10.1 Net Income (Note 20) Satie 
Supplemental Information 
During The Period 
$427.5 $569.8 New Funds Lent to Customers $2,225.9 
Taleo 24.1 Principal of Finance Receivables Purchased 163.3 
one 33.0 Finance Receivables Charged Off (less recoveries) 106.6 
Annual Percentage Rate of Finance Charges 
21.66 aWe2e and Fees Collected LAO 
At End of Period 
Number of Consumer Finance Offices 1,793 


1980 


$ 899.4 
377.5 


521.9 
44.7 


566.6 


$2,116.0 
78.6 
114.7 


21.15 


2,258 


1979 


> 696.7 
234.5 


462.2 
36.0 


498.2 


$2,443 .2 
133.7 
(32 


21.23 


2,399 
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Insurance Group 
Statement of Income 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1981 1980 (in millions) 1981 1980 1979 
Revenue 
$109.0 Duo hee Premiums Earned $95.7 $ 310.1 $7 2175 
23.2 17.3 Investment Income (net) 85.3 65.6 SHES 
O70, 7AM Other Income aie act 9.4 
135.9 LOR Total 492.5 BofA 258.8 
Benefits and Expenses 
97.8 63.6 Policy Benefits Sehue 228.1 136.0 
16.6 ey Commissions and Brokerage 68.0 51.0 59.6 
3.9 2.6 Salaries and Employee Benefits We 9.2 0 
Decrease (Increase) in Unamortized Policy 
(4.6) 5 Acquisition Costs (8.9) 15 (14.6) 
3 125) Licenses and Taxes 5.6 4.9 4.0 
3.5 6.9 Other Expenses 14.0 16.6 6.6 
113-5 86.2 Total 418.0 SHAS 196.6 
17.4 21.0 Income Before Income Taxes 74.5 75.8 62.2 
Bo 4.4 Provision for Income Taxes 14.6 Wits) 12.9 
13.6 16.6 Income Before Foreign Exchange Gain (Loss) 59.9 58.3 49.3 
4 & Foreign Exchange Gain (Loss), After Income Taxes (.7) — (.6) 
Income Before Realized Net Investment Gains 
14.6 16.9 (Losses) 59.2 58.3 48.7 
AS) 4 Realized Net Investment Gains (Losses) 3.9 1.2 ey 
Sy ilews: a8. Nfs! Net Income (Note 20) oy ech he Reis) $ 50.4 
Supplemental Information 
During the Period 
$ 51.4 $161.9 Premiums Written $ 463.9 $ 443.8 Apes eT 
Ratio of Premiums Written to 
04 1.82 Shareholder’s Equity (annualized) 1.21 1:25 .90 
At End Of Period 
Investments* $ 939.8 $ 850.3 $ 759.0 
Unamortized Policy Acquisition Costs 69.3 60.4 61.9 
Total Assets* 1,128.3 | OS0%7. 946.7 
Insurance Policy and Claim Reserves 622.2 Sey ie ayes 
Shareholder’s Equity* 383.0 856.5 301.4 
Life Insurance in Force 7,392.8 7,146.9 6,954.0 


*Excludes investments in non-insurance subsidiaries. 
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Savings and Loan Division 


Balance Sheet 
(in millions) December 31 1981 1980 
Assets 
Cash Saes.o oe ey 
Certificates of Deposit 30.6 26.5 
Investment Securities (Notes 2 and 5) NOS) laos) 
Loans Receivable (net) (Notes 3 and 5) WO20r0 1,508.8 
Foreclosed Real Estate (at cost, less allowance 
for losses of $.2 in 1980) 3.2 oie 
Investment Real Estate (net) (Notes 1f and 4) 18:3 16% 
Federal Home Loan Bank Stock (at cost) (Note 5) 19:8 Zee 
Property and Equipment (at cost, less accumulated 
depreciation of $10.7 and $9.8) 45.3 3129 
Excess Cost of Common Stock of Subsidiaries (Notes 1d and 11) 56.0 7.6 
Refundable Federal Income Taxes (Note 8) jel Zeal 
Other Assets dik Yas 
Total $2,151.0 S16 393 
Liabilities and Shareholder’s Equity 
Savings Accounts (Note 6) $1,629.2 $1,390.0 
Advances from Federal Home Loan Bank (Note 5) 290.8 200.8 
Notes Payable (Note 5) 105.1 34.0 
Advance Payments by Borrowers for Taxes and Insurance 15.6 8.2 
Deferred Federal Income Taxes (Note 8) 2.0 74 
Other Liabilities ie 1206 
Total Liabilities 2,070.8 1,653.1 
Shareholder’s Equity (including Retained Earnings 
of $42.3 and $66.8) (Notes 5, 7, 8 and 11) 80.2 86.2 
Total 92,1010 $1,739.3 


See Notes to Financial Statements. 
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Savings and Loan Division 
Statement of Income and Retained Earnings 
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(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1981 1980 (in millions) 1981 1980 TILo 
Interest Revenue 
$50.0 $37.6 Loans $186.9 $142.3 $129.2 
5.9 45 Investment Securities 19.1 lees) 14.0 
55,9 42.1 206.0 159.8 143.2 
Interest Expense 
48.5 30.5 Savings Accounts (Note 6) 170.4 118.6 93.6 
el 5.4 Borrowed Funds S54 20.9 17.4 
60.6 35.9 207.8 139.5 qT 
(4.7) 6.2 Gross Margin (1.8) 20.3 32.2 
2.9 1.4 Other Revenue 6.6 ali tie2 
(1.8) 7.6 Total 48 25.0 43.4 
Operating Expenses 
We a Provision for Losses BS] ue 1.6 
4.3 3.2 Salaries and Employee Benefits 15i5 ee 11.0 
8.3 4.3 Other 23.6 14.7 13.0 
133 7.6 Total 40.0 ea fe 25.6 
(1524) — Income (Loss) Before Income Taxes (35:2) (2.1) 17.8 
Provision for Income Taxes (Note 8) 
1.8 (1.8) Current (10.9) (2.2) 3.0 
(1.8) lec Deferred 2 9 1.0 
(.6) Total (10.7) (1.3) 4.0 
(15.1) 6 Net Income (Loss) (24.5) (.8) 13.8 
57.4 66.2 Retained Earnings, Beginning of Period 66.8 67.6 56.3 
— — Dividends — — ZO 
$42.3 $66.8 Retained Earnings, End of Period $ 42.3 $ 66.8 $ 67.6 


See Notes to Financial Statements. 
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Savings and Loan Division 


Management's Discussion and Analysis of Financial Condition and Results of Operations 


Introduction 


Expansion, acquisition, consolidation of resources, modifications 
in operations caused or permitted by regulatory agencies, and 
the effects of changes in the economy and the savings and loan 
business environment were factors which have affected the 
financial condition and results of operations of the Savings and 
Loan Division since 1978. On February 21, 1979, the ten associa- 
tions owned by the Division were merged into one, First Texas 
Savings Association. The acquisition of Centennial Holding 
Company, Houston, Texas was completed in April 1981, and 
added offices in areas where the Division was not previously 
operating. 


Results of Operations 


Due to a liberalized revision of Texas mortgage loan usury laws 
in early 1979 and to a subsequent federal override of all state 
usury laws that effectively removed interest rate ceilings on 
mortgage and construction loans in the latter part of the year, 
rates on new loans acquired by the Division have increased 
significantly resulting in increased interest on loans during the 
three years ended December 31, 1981. In addition, during 1981, 
the State of Texas rate ceiling on most consumer loans was in- 
creased. Also contributing to the increase in interest on loans 
were growth in loan balances and an additional portfolio ac- 
quired in the purchase of Centennial. 


Investment securities income increased in 1979 and 1980 over 
each previous period due to higher investment securities bal- 
ances with greater yields. 1981's increase in income is due to 
higher yields earned on invested amounts. 


Interest on savings accounts and borrowed funds increased 
each year during the last three years compared to each pre- 
vious period due to a growing savings portfolio, greater bor- 
rowed funds outstanding, and a change in the savings portfolio 
mix to shorter-term, higher-yielding instruments. High cost thirty- 
month money market and negotiable rate savings certificates 
dominated the savings picture in 1981. Although the loan port- 
folio rate improved as discussed above, it did not keep pace 
with this rapidly rising cost of funds. Consequently, the spread 
between these two key rates has deteriorated from a positive 
72% at the end of 1979, to a negative .05% at the end of 1980 
and further to a negative 2.08% at December 31, 1981. 


Income from investment real estate has decreased each year 
since 1979 when a high level of real estate activity prevailed, 
which permitted the profitable disposition of real estate. This 
activity decreased during 1980 and 1981 due to increased loan 
rates and a reduction in the inventory of real estate for sale. 


Operating expenses also increased in 1981, 1980, and 1979 
compared to each previous period. The increases result primar- 
ily from the growth in the number of offices during the period, 
cost of new products being offered, and inflation. 


The Provision for Income Taxes in 1979 decreased due to the 
merger of the Division's ten savings associations into one. In- 
come tax benefits in 1980 and 1981 resulted from operating 
losses. During the fourth quarter of 1981, it was determined that 
the Division's 1981 operating loss would be carried back against 
prior years’ incomes which were taxed at lower rates than those 
against which it was anticipated the 1981 loss would be applied. 
Thus, an adequate federal income tax benefit provision had 
been established at the end of the third quarter of 1981, and no 
further benefit was recorded during the fourth quarter. 


Capital Resources and Liquidity 


Due to net savings outflows during 1981, additional advances 
were obtained from the Federal Home Loan Bank, and other 
new sources were implemented during the year to help provide 
required funds. One source was through the Federal Reserve 
which commenced to allow savings institutions to borrow from it, 
and during 1981, a small line of credit was established with them. 
Another source was through a new product of retail repurchase 
agreements which the Division began offering on July 1, 1987. It 
had approximately $56 million outstanding at year-end. Addi- 
tionally, Congress authorized an All Savers Certificate which was 
offered starting October 1, 1981. This new savings product also 
had a balance of $56 million at December 31, 1981. These new 
sources and products have generally had rates that were lower 
than those funds that were otherwise available to the Division. 
Beginning January 1, 1982, subject to certain limitations and 
restrictions, Individual Retirement Accounts were made available 
to an expanded public. It is anticipated that this product will also 
provide additional funds for the Division in 1982. 
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Savings and Loan Division 
Statement of Changes in Financial Position 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1981 1980 (in millions) 1981 1980 1979 
Source of Funds 
Operations 
$ (15.1) San. Net Income (Loss) $ (24.5) SognB) Nice) 
Charges (Credits) to Income Not Requiring Funds 
47.8 13.8 Interest Credited to Savings Accounts 127.0 70.0 61.0 
ne 2 Provision for Losses 8 2 1.6 
6 a) Depreciation 2.0 1.4 1.3 
(3.3) 1.6 Other (4.3) (1.4) (1.5) 
30.7 16.6 Funds Provided by Operations 101.0 69.4 76.2 
42.4 34.5 Loan Principal Repayments 194.0 175.0 230.6 
Proceeds from Sales of Participations and 
7.0 4 Whole Loans 50.1 9.8 = 
Increase (Decrease) in Savings Accounts before 
eats 20.1 Interest Credited (127.7) 41.8 (31.0) 
Increase (Decrease) in Advances from Federal 
(6.3) A Home Loan Bank 36.2 4.4 Slr 
33.5 23.9 Increase in Notes Payable 64.4 12.9 43 
— — Common Stock Issued for Centennial 18.2 _ — 
3 = Capital Contribution by Beneficial e — — 
(24.3) 6 Other ie By, 13.6 
$105.0 $100.2 $347.6 $322.0 $330.0 
Application of Funds 
$ — $ — Dividends Paid oe $0 = $ 25 
85.1 74.2 Loan Originations 3012 276.8 295.8 
20.1 12.0 Increase (Decrease) in Cash is) 1:3 (2.5) 
Increase (Decrease) in Investment Securities and 
(2.0) (16.2) Certificates of Deposit (13.9) 2o7 26.4 
3 4.9 Purchase of Property and Equipment Wiles) 12.8 4.1 
— — Acquisition of Centennial 18.2 _ — 
ies) 25.3 Other 12.8 7.4 3.7 
$105.0 $100.2 $347.6 $322.0 $330.0 


See Notes to Financial Statements. 
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Savings and Loan Division 
Notes to Financial Statements 
(amounts in millions) 


1. Summary of Significant Accounting Principles and 
Practices 


a) Affiliation and Combination Basis. The financial statements 
include the accounts of First Texas Financial Corporation and 
its subsidiaries on a historical cost basis and do not reflect 
purchase accounting adjustments related to the acquisition by 
Beneficial. Prior to February 1979, First Texas owned majority 
interests in ten savings and loan associations, which were 
merged into one upon receipt of regulatory approval in Febru- 
ary 1979. All material intercompany transactions have been 
eliminated. 


b) Investment Securities. Investment securities are carried at 
cost, adjusted for the accretion of discount and amortization of 
premiums. It is the intention of management that investment 
securities with a market value lower than amortized cost will be 
held to maturity or sold at minimal losses. Gains or losses on the 
sale of investment securities, determined on the specific cost 
identification basis, are reflected at the time of sale. 


c) Unearned Discount on Loans Purchased. Certain mortgage 
loans are presented net of unearned discount, which represents 
the adjustment of these loans to their estimated fair market value 
at dates of acquisition. This discount is amortized to income over 
the estimated remaining life (generally 9 years from date of ac- 
quisition) of the mortgage loans by the interest method. 


d) Excess Cost of Common Stock of Subsidiaries. Substantially 
all excess cost is being amortized over forty years by the 
straight-line method. 


e) Allowances for Losses. Specific provisions for losses on 
mortgage and construction loans are normally charged to in- 
come when any major permanent decline occurs in the value of 
the collateral of a loan. For instalment loans, regular monthly 
charges against income providing for losses inherent in this type 
of loan are based on experience plus estimated losses. Interest 
on loans 90 days or more delinquent is removed from income 
by charging the reserve for uncollectible interest. 


The provision for losses on foreclosed real estate is established 
by a charge to income when the cost of the property exceeds 
the estimated net realizable value. In addition, certain foreclosed 
real estate properties are operated until such time as they can be 
sold. The cost of operating these properties, net of revenues, is 
included in other expenses. 


f) Joint Ventures. Investments in joint ventures are carried at 
equity. Joint ventures involved in land development capitalize 
actual interest and ad valorem taxes incurred during the devel- 
opment phase. When the total investment in a specific real estate 
project, including holding costs, approximates or exceeds the 
estimated net realizable value of the property, a valuation allow- 
ance is established, if appropriate. 


First Texas contributes capital to the joint ventures to be used for 
property development. Interest is usually paid by the joint ven- 
tures on the capital contributions and is recognized as income 
by First Texas to the extent of the profit sharing interests of the 
other participants. The portion of the interest applicable to First 
Texas’ ownership is deferred and is recognized as income when 
the property is sold to an outside third party. 


g) Property and Equipment. Property and equipment are depre- 
ciated by the straight-line method over their estimated useful 
lives of 3 to 40 years. Maintenance and repairs are expensed as 
incurred, and renewals and betterments are capitalized. When 
property and equipment are retired or otherwise disposed of, 
the cost and accumulated depreciation are removed from the 
accounts, with any resulting gains or losses reflected in income. 


2. Investment Securities 


December 31 1981 1980 
Amortized Market Amortized Market 
Cost Value Cost Value 
U.S. Government and 
Government Agency, 
Partially Pledged MEE PEAN TM GA SS FeCl) 3 Vas 
Other SENG) 32.0 oy Ss) 32.2 
Total Investment 
Securities $109.2 $103.7 $115.8 $108.7 


3. Loans Receivable (net) 


December 31 1981 1980 

Mortgage Loans, Partially Pledged $1,646.9 $1 ,366.9 
Construction Loans 48.5 39.2 
Instalment Loans 250.7 133.8 

Single Pay Savings Account Loans oulf Lo 
1,954.8 1,555.6 
Less: Loans in Process (dsle7) (11.4) 

Unearned Discount on 

Instalment Loans (92.7) (44.2) 

1,850.4 1,499.4 

Accrued Interest 13.6 10.3 

Unearned Discount on Loans 

Purchased (37.4) (.1) 
Allowance for Losses (HE) (.8) 
Total Loans Receivable (net) $1,825.5 $1,508.8 


Loan commitments outstanding at December 31, 1981 
amounted to $34.6. 
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4. Investment Real Estate (net) 


December 31 1981 1980 
Wholly-owned aH eis’ $16.0 
Joint Ventures * Sie) 3.5 
Total 19.0 19.5 

Less Allowance for Losses (.7) (.8) 


Investment Real Estate (net) $18.3 $18.7 


*Consists principally of undistributed earnings. 


Joint venture activities consist mainly of land development and 
sale. During 1980, two joint ventures amounting to $5.4 were 
acquired as wholly-owned property and First Texas’ interest in a 
third venture of $2.8 was sold to its partners at a profit of $.3. 


5. Borrowed Funds and Restrictions on Use of Surplus 


The stock in the Federal Home Loan Bank of Little Rock and 
certain mortgage loans are pledged as collateral to secure 
advances from the FHLB. 


Data for advances from the FHLB for the years ended 
December 31 are: 


1981 1980 1979 
Maximum amount at any 


month end $297.1 $200.8 $196.7 
Month-end average amount elev 194.9 Vwlhess 
Average interest rate (based on 

month-end weighted rates) 12.28% 9.88% 8.88% 


Notes Payable are as follows: 
December 31 1981 1980 


Due to bank in quarterly instalments 
of $.4 through September 1984 
at prime rate plus .75% 
(maximum rate 972%) 

Reverse repurchase agreements 
due in various instalments 
through February 1982, interest 
rates 11. 62% to 13.00% 

Retail repurchase agreements 
due in various instalments 
through March 1982 at 
an average rate of 12.27% 

Federal reserve funds due 
in June 1982 at 12% 

Other due in various 
instalments through 
October 1993, interest 
rates 7.00% to 8.50% A o 


Total Notes Payable $105.1 $34.0 


$ 4.4" $ 6.0 


20.0 28.0 


*Secured by 650 shares of common stock of the savings and 
loan subsidiary. At December 31 1981, First Texas was notin 
compliance with all terms of the loan agreement relating to this 


note. However, the bank involved has agreed to exempt First 
Texas from these conditions. 


**Secured by U.S. government obligations and certain 
mortgage loans. 
Data for Notes Payable for the years ended December 31 are: 
1981 1980 1979 
Maximum amount at any 
month end $1051 $340 Se beias 


Month-end average amount 49.4 18.4 16.3 


Average interest rate (based on 


month-end weighted rates) 14.56% 12.74% 10.37% 


The maturities of borrowed funds and their weighted average 
interest rates are as follows: 


December 31 1981 1980 
Weighted Weighted 
Maturity Amount Rate Amount Rate 
1981 > — —% $168.5 12.06% 
1982 Setey se) | Hei eyl 425 OTA 
1983 28.1 10.05 22,0) 73.00 
1984 29.2 15.08 hes SES 
1985 “4 8.12 - — 
1986 Al 8.14 a 
1987-1993 si 8.50 — — 
Total Borrowed 
Funds $395:9.413,23%, $234.8 11.31% 


6. Savings Accounts 
Savings accounts by rate are as follows: 


December 31 1981 1980 
5.25% S$) 29:0 $ 6.0 
5.50 198.1 225.4 
6.50 leks 24.1 
6.75 6.5 Was 
7.50 104.5 159.2 
varie 52.8 99.0 
8.00 24.6 360 
Money Market 
11.59 —_ 758.5 
14.46 1,057.8 — 
Other 144.8 63.8 
Total Savings Accounts $1,629.2 $1,390.0 
Weighted Rates 12.44% 9.67% 


Interest on savings accounts is net of early withdrawal penalties 
of $6.1 in 1981, $5.9 in 1980 and $1.7 in 1979. 
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Savings and Loan Division 
Notes to Financial Statements (continued) 
(amounts in millions) 


7. Shareholder’s Equity and Retained Earnings 


Beneficial has agreed to maintain the net worth of the Savings 
and Loan Division in compliance with applicable regulatory 
requirements. 


The savings and loan subsidiary maintains general reserves 
required by federal and state regulations. Reserve requirements 
represent a restriction on retained earnings, and cash dividends 
may not be charged against restricted retained earnings. During 
1980, federal regulations were revised to eliminate the require- 
ment to transfer retained earnings to a separate general reserve 
account. A summary of retained earnings follows: 


December 31 1981 1980 

Restricted $44.5 $44.2 
Unrestricted (2.2) 22.6 
Total Retained Earnings $42.3 $66.8 


8. Income Taxes 


Results of operations of First Texas subsequent to its acquisition 
are included in Beneficial’s consolidated income tax return. For 
years in which First Texas has taxable income, the provision for 
federal income taxes for financial statement purposes Is approxi- 
mately the same as it would have been had a separate return 
been filed. Beneficial had a taxable loss in 1981. Therefore, 
under rules prescribed by the Internal Revenue Code and the 
regulations thereunder, First Texas’ 1981 taxable loss 's first ap- 
plied against taxable income of First Texas prior to its acquisition 
by Beneficial. Taxable losses not fully absorbed in this manner 
are applied against taxable income on Beneficial’s consolidated 
return subsequent to the acquisition of First Texas. The tax bene- 
fit for financial statement purposes is computed on this basis. 


Under conditions prescribed by the Internal Revenue Code, 
deductions from taxable income, within limitations, are permitted 
for additions to bad debt reserves. In computing federal income 
taxes for financial statement purposes, such deductions were 
$.6 for 1981, $.3 for 1980 and $9.2 for 1979. Retained earnings 
at December 31, 1981 includes deductions totaling $61.7 be- 
fore reduction by $15.9 for purchase accounting adjustments, 
for which no provision for federal income taxes has been made. 
If, in the future, the amounts deducted are used for any purpose 
other than to absorb losses, a tax liability will be imposed at the 
then current federal income tax rate. It is not contemplated that 
tax bad debt reserves will be used in any manner which will 


create a federal income tax liability. However, if at December 31, 
1981 the total amount had been used other than to absorb 
losses, this liability would have been approximately $28.4. In- 
vestment credit is included in earnings at the time of its realiza- 
tion. 


A reconciliation between the expected and the effective federal 
income tax rates |s as follows: 


1981 1980 TENS) 


Expected Federal Income Tax 
Rate 
Adjustments 
Bad Debt Deduction Adjusted 
for Gain on Sales of Fore- 
closed Real Estate and 
Provision for Losses 
Minimum Tax on Tax 
Preference Items — 
Investment Tax Credit (.9) 
Earned Discount on Loans of 
Purchased Subsidiaries 
Bad Debt 
Deduction Recapture 
Other 4 


Effective Federal 
Income Tax Rate 


(46.0)% (46.0)% 46.0% 


(30.3)% (62.2)% 22.5% 


Deferred taxes result from timing differences in the recognition of 
income and expense for tax and financial statement purposes. 
Charges (credits) to the deferred tax provision are related to: 


1981 1980 1979 
Adjustment to Cash Basis 
of Accounting $.2 $.6 $1.2 
Holding Costs on Investment 
Real Estate — i (.2) 
Total Deferred Taxes $.2 $.9 $1.0 


Notes to Financial Statements (concluded) 
9. Employees’ Retirement Plan 
First Texas has a variable unit benefit plan which is integrated 


with social security and is administered by a Retirement Commit- 


tee. Benefits under the plan are computed on an actuarial basis 
and become fully vested when an employee has completed 10 
years of service. Accrued pension costs are funded. Sufficient 
contributions are made to amortize unfunded past service costs 
(aggregating $.8 at January 1, 1981, the latest actuarial valuation 
date) over a 20-year period. The amounts charged to income 
amounted to $.7 for 1981, $.8 for 1980 and $.7 for 1979. Accu- 
mulated plan benefits and plan net assets for the company’s 
defined benefit plan are: 


January 1 1981 1980 1979 

Actuarial Present Value of 

Accumulated Plan Benefits 
Vested SAN Deore. 
Nonvested Ue 6 6 
Total Actuarial Present Value of 

Accumulated Plan Benefits SA Be 4.36 $3.8 
Net Assets Available for Benefits Siow. 654.5 


The weighted average assumed rate of return used in determin- 
ing the actuarial present value of accumulated plan benefits was 
6.0%. 


10. Contingencies 


First Texas is the defendant in lawsuits which have arisen during 
the ordinary course of business. In one lawsuit alleging failure 
to honor aloan commitment, a judgement of $1.0 has been 
rendered against First Texas. The management of First Texas 
believes that it has meritorious defenses which it plans to pursue 
upon appeal, and that the effect on shareholder's equity, if any, 
from the disposition of these suits will be immaterial. 
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11. Centennial Acquisition 


In April 1981 Beneficial acquired Centennial Holding Company 
(CHC). First Texas issued 200,991 shares of its common stock to 
CHC in exchange for its wholly-owned subsidiary, Centennial 
Savings Association (CSA). First Texas recorded its investment in 
CSA and its common stock issued at Beneficial’s cost ($18.2). 
The excess cost is being amortized over forty years by the 
straight-line method. A summary of the acquisition of CSA is as 
follows: 


Loans Acquired, Net of $42.0 Discount $253.4 
Savings Accounts (239.9) 
Other Liabilities, Net (44.8) 
Excess Cost 49.5 

Sa8.2 


The purchase accounting adjustments of $42.0 (after taxes) 
relating to the value of the acquired loans is being amortized 
under the interest method over the estimated lives of the loans. 
A pro forma summary of consolidated operations for 1981 and 
1980, assuming the acquisition had been made on January 1 of 
each year, is as follows: 


1981 1980 
Total Revenue $222.6 $203.0 
Net Income (Loss) (23.8) 43 


Savings and Loan Division 


Accountants’ Opinion 


The Board of Directors 
Beneficial Corporation 


We have examined the consolidated balance sheets of Bene- 
ficial Corporation Savings and Loan Division (First Texas 
Financial Corporation and subsidiaries) as of December 31, 1981 
and 1980 and the related consolidated statements of income 
and retained earnings and.changes in financial position for each 
of the years in the three-year period ended December 31, 1981. 
Our examinations were made in accordance with generally 
accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing proce- 
dures as we considered necessary in the circumstances. 


In our opinion, the aforementioned financial statements present 
fairly the consolidated financial position of Beneficial Corporation 
Savings and Loan Division at December 31, 1981 and 1980 and 
the results of its operations and changes in its financial position 
for each of the years in the three-year period ended December 
31, 1981, in conformity with generally accepted accounting prin- 
ciples applied on a consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Dallas, Texas 
February 8, 1982 
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Merchandising Division 


Balance Sheet 
(in millions) December 31 1981 1980 
anor cee tee alee lei oh ce el NO NR ee erated dA eh td Maal SO dee 
Assets 
Current Assets 
Cash $775 $ 10.4 
Receivables (Note 1b) 212M 280.5 
Less Unearned Finance Charges (8.8) (10.6) 
263.3 269.9 
Less Allowance for Doubtful Receivables (15.0) (14.6) 
248.3 250.3 
Receivables Transferred to Beneficial (Notes 1b and 10) (123.6) (118.3) 
Net Receivables 124.7 137.0 
Equity in Receivables Transferred to Beneficial (Note 10) 6.6 6.4 
Inventories (Note 1c) 135.9 122.9 
Other Current Assets (Note 5) 6.1 3.0 
Total Current Assets 280.8 279.7 
Property and Equipment (at cost, less accumulated depreciation 
of $37.6 and $35.0) (Note te) 56.6 62.4 
Other Assets 6 ye 
Total $ 338.0 $ 3433 
Liabilities and Shareholder’s Equity 
Current Liabilities 
Long-Term Debt Due Within One Year (Note 7) SLO? $ is) 
Accounts Payable 38.9 45.7 
Payable to Beneficial (Note 1d) 8.1 9.0 
Other Current Liabilities (Note 6) 50.7 5257, 
Total Current Liabilities 102.9 107.9 
Long-Term Debt (Note 7) SHA 38.9 
Deferred Federal Income Taxes (Note 9) 8.0 8.1 
Total Liabilities 142.6 154.9 
Shareholder’s Equity (including Retained Earnings of $121.0 and $114.0) (Note 7) 195.4 188.4 
Total $ 338.0 $ 343.3 


See Notes to Financial Statements. 
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Merchandising Division 
Statement of Income and Retained Earnings 


(Unaudited) 
Three Months 
Ended December 31 Years Ended December 31 
1981 1980 (in millions) 1981 1980 1979 
$152.2 $163.6 Net Sales and Other Revenue $645.7 $669.5 $750.7 
Expenses 
Cost of Sales (including certain buying and 
Zio 130.0 occupancy expenses) 310.0 542.1 5925 
2515 28.4 Selling and Administrative 1033 109.9 141.0 
= — Provision for Store Closings and Other Items (Note 3) — — lite 
— — Provision for Customs Duties (Note 4) — 2.6 — 
12 1.2 Interest 4.7 5.3 AE® 
— — Gain on Sale of Real Estate (Note 5) — — (1.2) 
148.2 159.6 Total 623.8 659.9 760.5 
4.0 4.0 Income (Loss) Before Income Taxes eB HS) 9.6 (9.8) 
Provision for Income Taxes (Note 9) 
Federal 
— 1.9 Current 7.0 3.9 (3.9) 
ited (.5) Deferred len (.1) (1.0) 
2 is State V2 1.0 (.3) 
166: 1.9 Total 9.9 4.8 (5.2) 
Osh Ze Net Income (Loss) 12.0 4.8 (4.6) 
128.3 113.8 Retained Earnings, Beginning of Period 114.0 A 183.8 
50 1.9 Dividends (Note 2) 5:0 1,9 68.1 


$121.0 $114.0 Retained Earnings, End of Period $121.0 $114.0 Side 


See Notes to Financial Statements. 
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Merchandising Division 


Management's Discussion and Analysis of Financial Condition and Results of Operations 


Introduction 


The Merchandising Division consists of Western Auto Supply 
Company and subsidiaries. Spiegel, Inc., formerly a component 
of the Merchandising Division, has been sold. Prior period 
amounts have been restated. 


On December 31, 1979, Western Acceptance Company was 
dividended to Beneficial Corporation. As a result of this change, 
handling charges earned on consumer receivables sold to 
Beneficial Corporation are excluded from net sales and other 
revenue while selling and administrative expenses reflect a 
charge to Beneficial Corporation for the cost of collecting and 
administering the receivables sold. The necessity to borrow 
short-term funds was largely eliminated with the sale of the con- 
sumer receivables and interest expense was reduced substan- 
tially. On January 1, 1980, Midland International Corporation was 
restructured and transferred to Western Auto from Beneficial. 


Several major changes have been made to improve operations. 
In September 1979, Western Auto closed 116 unprofitable retail 
stores. In March 1981 the distribution center in St. Louis was 
closed and the distribution of the merchandise was transferred 
to the under-utilized distribution center in Salina, Kansas. 
Management has developed a new retail merchandise strategy 
centered around automotive after market products and services 
and at the end of 1981 has converted or opened 42 company 
stores designed as automotive supermarkets. In 1981 these 
stores reflected a sales increase of approximately 31 percent. 
Additional company-owned stores will be converted in 1982. 
This improved merchandising plan will be used also to improve 
the vitality of associate dealers by sharpening their focus on 
automotive products and services. 


Results of Operations 


Net sales and other revenue increased slightly in 1979 and de- 
creased 11% and 4% in 1980 and 1981, respectively, compared 
to the same periods in the prior year. The decrease in 1980 was 
related primarily to the closing of unprofitable retail and associate 
stores. Also contributing to the 1980 decrease were the transfer 
of Western Acceptance to Beneficial in December 1979 and the 
withdrawal of Midland from the consumer electronics market. 
The decrease in 1981, both retail and associate, was due to 
fewer outlets in operation. 


Cost of sales as a percentage of net sales and other revenue 
remained fairly constant throughout the three years. Competitive 
pressures on pricing and the impact of promotional costs in 
introducing the automotive stores were largely offset by in- 
creased efficiencies in distribution costs, including freight. 


Selling and administrative expenses declined each year due to 
operating fewer stores, coupled with reductions in management 
personnel and advertising as well as operating efficiencies, in- 
cluding the impact of the reorganization discussed in the Intro- 
duction. The major increase during this period was the $4.4 
million increase in accounts written off in 1981 which reflects 
adverse changes in the bankruptcy law and the general 
economy and the impact of the shift from instalment receivables 
to revolving credit. 


Interest expense increased 13% in 1979, decreased 68% in 
1980, and decreased 11% in 1981 compared to the prior year. 
Increased interest expense during 1979 reflected escalating 
interest rates despite lower average borrowings. During 1980, as 
a result of the dividending of Western Acceptance to Beneficial, 
Western Auto began financing short-term capital needs by sell- 
ing consumer receivables to Beneficial. This resulted in the sub- 
stantial reduction in interest expense in 1980 and 1981. 


The improvements in operating efficiencies and the reduction in 
expenses resulting from store closings outweighed the reduction 
in sales and enabled the company to reflect substantial improve- 
ments in net income in 1981 and 1980. 


Capital Resources and Liquidity 


The Merchandising Division finances its operations largely 
through the sale of consumer receivables to Beneficial, receiv- 
ables collections, and its own cash flow. 


To counterbalance the adverse effects of inflation and reces- 
sionary trends, the company has taken positive steps to improve 
its liquidity. Net working capital increased from $168.8 million at 
December 31, 1979 to $177.9 million at December 31, 1981 while 
the ratio of current assets to current liabilities increased from 2.49 
to2.73: 


Inventories at December 31, 1981, 1980 and 1979 were $135.9 
million, $122.9 million and $149.8 million, respectively. The 1981 
increase over the prior year was the result of the expanded 
automotive merchandise lines and the softer than anticipated 
sales in the last months of 1981. The decrease from 1979 to 
1980 resulted from fewer retail stores and better inventory 
management. 


In January 1982, the company sold its St. Louis distribution cen- 
ter for $6.3 million. Also in January 1982, Western Auto acquired 
in the market and retired $4.7 million of outstanding debentures. 
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Merchandising Division 
Statement of Changes in Financial Position 


Years Ended December 31 


(Unaudited) 
Three Months 
Ended December 31 
1981 1980 (in millions) 1981 
Source of Funds 
See Sibex Net Income (Loss) $ 12.0 
Items Not Requiring (Providing) Working Capital 
1.8 eo Depreciation Te 
Gl) 6 Deferred Income Taxes (.1) 
4.4 46 Funds Provided by Operations 19.4 
— — Long-Term Debt Issued — 
Disposals of Property and Equipment and 
3.8 8 Transfer to Current Assets 46 
_ Other 6 
eo totes Sao $ 24.3 
Application of Funds 
See Sue Additions to Property and Equipment $ 6.0 
48 as Reduction of Long-Term Debt UE 
oe) 1:9 Dividends Paid 5.0 
_ -- Other — 
(2.8) 2.5 Increase (Decrease) in Working Capital 6.1 
SP Si2 Bis SHAS) $ 24.3 
Changes in Working Capital 
Increase (Decrease) in Current Assets 
$ 4 a Sie) Cash $ (2.9) 
(12.5) 188) Net Receivables (12.3) 
(.7) (1.9) Equity in Receivables Transferred 2 
(4.8) (12.4) Inventories 13.0 
ies: (627) Other Current Assets 3: 
(16.3) (4.0) stad 
Increase (Decrease) in Current Liabilities 
4.7 (.2) Long-Term Debt Due Within One Year 4.7 
(14.8) (6.2) Accounts Payable (6.8) 
iw 35 Payable to Beneficial (.9) 
(5.1) (3.6) Other Current Liabilities (2.0) 
(13.5) (6.5) (5.0) 
$ (2.8) S925 Increase (Decrease) in Working Capital oa Ou 


See Notes to Financial Statements. 


1980 1979 
ers oy CYS) 
7.9 8.4 

ui 1.6 

13.4 5.4 
= by 

1.6 3.6 
1.6 4 
Cu16 CUE OENIO8 
Oy GPAsy eS aE 
4.2 25 
1.9 68.1 

s DE 

7.9 (71.3) 
S166M ee oueiO8 
§ (4.0) RS 854 
38.7 (172.4) 
(2.7) 9.1 
(26.9) (3.1) 
(1.0) (3.2) 
44 (164.2) 

= (75.2) 
(11.4) (23.6) 
4.0 5.0 
3.6 9g 
(3.8) (92.9) 
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Merchandising Division 
Notes to Financial Statements 
(amounts in millions) 


1. Summary of Significant Accounting Principles and 
Practices 


a) Affiliation and Basis of Presentation. The Merchandising Divi- 
sion is comprised of Western Auto Supply Company and subsid- 
iaries. On August 31, 1981 Beneficial signed a definitive 
agreement for the sale of the stock of its wholly-owned subsidi- 
ary, Spiegel, Inc., formerly a component of the Merchandising 
Division. The transaction was completed in January of 1982. 
Spiegel has been removed from the Merchandising Division 
financial statements and included in discontinued operations of 
Beneficial. Prior period amounts pertaining to the Merchandising 
Division have been restated to exclude Spiegel. 


The effect of this restatement on net sales and other revenue 
and net income (loss) of the Merchandising Division is as follows: 


1980 1979 
Net sales and other revenue 
As previously reported $1,081.2 $1,176.9 
Adjustment for discontinued 
operations Alii 426.2 
Restated $ 669.5 > 750.7 
Net income (loss) 
As previously reported $ 5:6 $ So 
Adjustment for discontinued 
operations a) 8.1 
Restated Sot 4.08 meboy 44.6) 


Certain prior period amounts have been reclassified to conform 
with the 1981 presentation. 


b) Receivables and Finance Charges. Receivables consist of 
retail customer and associate store customer instalment receiv- 
ables for which finance charges are recorded in income by 
the sum-of-years-digits method; revolving accounts for which 
finance charges are recorded in income when billed to the 
customers; and amounts due from associate store owners for 
merchandise, which normally do not earn finance charges If 
paid within the trade terms. 


In accordance with merchandising industry practice, receiv- 
ables include $92.4 and $101.1 at December 31, 1981 and 1980 
of amounts becoming due after one year. 


c) Inventories. Inventories are stated at the lower of cost (first-in, 
first-out) or replacement market, after considering obsolescence. 


d) Income Taxes. Results of operations are included in the con- 
solidated federal income tax return of Beneficial. The provision 
for federal income taxes for financial statement purposes is ap- 
proximately the same as it would have been had Western Auto 
filed a separate return. The item Payable to Beneficial includes 
federal income taxes payable of $8.1 and $6.8 at December 31, 
1981 and 1980. 


e) Property and Equipment. Depreciation of property and equip- 
ment is computed using the straight-line method over the esti- 
mated useful lives of the assets. Maintenance and repairs are 
expensed as incurred. Expenditures for renewals and better- 
ments are capitalized. Upon sale, replacement or retirement of 
property and equipment, the cost and accumulated deprecia- 
tion or amortization are removed from the accounts and any 
gain or loss is reflected in income. 


f) Employee Retirement Plans. Current retirement plan costs and 
amortization of prior service costs over a forty-year period are 
charged to expense. 


g) Accrual for Merchandise Warranties. Accruals are provided 
for anticipated costs relating to merchandise under warranty not 
covered by manufacturers’ warranties. 


2. Transfer of Subsidiary Company 


At December 31, 1979 Western Auto declared a dividend of the 
capital stock of Western Acceptance Company, a wholly-owned 
subsidiary prior to December 31, 1979, to Beneficial. The divi- 
dend was $68.1, the net assets of Acceptance on such date. Net 
income of Acceptance included in the results of operations for 
the year ended December 31, 1979 was $4.2. 


3. Provision for Store Closings and Other Items 


In September 1979 Western Auto closed 116 unprofitable retail 
stores and provided $8.5 for the anticipated costs of store clos- 
ings. 


During 1979 Western Auto began to convert certain domestic 
retail instalment receivables, which have historically been costly 
to administer, to revolving receivables and to sell instalment re- 
ceivables which were not converted. In the fourth quarter of 
1979, Western Auto provided $2.7 for the anticipated loss from 
the sale of such instalment receivables. 


4. Provision for Customs Duties 


At March 31, 1980 Western Auto and its wholly-owned subsidi- 
ary, Midland International Corporation, established a provision of 
$2.6 as a result of an agreement for the settlement of claims for 
dumping duties assessed by the U.S. Customs Service on televi- 
sion sets imported from Japan by Midland and Western Auto 
through March 1979. However, the U.S. government has been 
enjoined from putting the settlement into effect pending deter- 
mination of whether the government had authority to enter into 
the settlement. 


Prior to entering into the settlement agreement, the U.S. 
Customs Service had assessed Midland $5.1 for dumping 
duties on T.V. sets imported by Midland from Japan from 1969 
through 1974. Midland filed protests contesting these assess- 
ments. If the settlement is not consummated, Midland estimates 
that additional assessments for TV. sets imported after 1974 will 
not exceed $3.0. 
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Merchandising Division 
Notes to Financial Statements (continued) 
(amounts in millions) 


Western Auto, which has not been assessed any dumping 
duties, estimates that assessments on T.V. sets of Japanese 
manufacture it imported from January 1976 to approximately 
April 1977 would not exceed $5.1, assuming Customs uses 
methods similar to those utilized with respect to Midland's im- 
ports. Western Auto continued to import these TV. sets through 


December 1978 but is presently unable to estimate what assess- 


ments, if any, might be made on such sets if the pending settle- 
ment is set aside. 


5. Sale of Real Estate 


In 1979 Western Auto realized a gain of $1.2 ($.9 after taxes) 
from the sale of excess land. 


In the fourth quarter of 1981 Western Auto contracted to sell one 
of its distribution facilities. The sale was completed in January 
1982 at which time Western Auto received the full purchase 
price for the facility. The gain on the sale of $2.7 ($2.0 after taxes) 
will be included in income in 1982. Property and equipment 
held for resale is included in current assets. 


6. Other Current Liabilities 


December 31 1981 1980 

Accrued Merchandise Warranties $15.3 $16.3 

Accrued Salaries and Wages 7.0 7.4 

Deferred Federal Income Taxes A — 

Other 28.0 29.0 
Total Other 

Current Liabilities $50.7 $52.7 


7. Long-Term Debt and Restrictions on Retained Earnings 
A summary of long-term debt is as follows: 


December 31 1981 1980 
Instalment Notes 5.05% to 21.75% G23 S27 
Sinking Fund Debentures, 7.85% 
due 1996, with annual payments 34.6 36.7 
36.9 39.4 
Less long-term debt due 
within one year (52) (.5) 
Long-Term Debt $31.7 $38.9 
Annual long-term debt and sinking fund payments are as 
follows: 
1982 Poe 
1983 4 
1984 4 
1985 z 
1986 6 
1987 and after 30.1 
$36.9 


At December 31, 1981, the 7.85% debentures sinking fund re- 
quirement has been met for 1982, 1983 and a portion of 1984 
through the purchase and cancellation of the necessary deben- 
tures. During January 1982 Western Auto purchased for $2.7 
and cancelled an additional $4.7 of outstanding debentures 
resulting in a gain of $2.0 which will be included in 1982 income. 
The face amount of these debentures has been classified as 
long-term debt due within one year in the December 31, 1981 
balance sheet. 


The indenture relating to the 7.85% sinking fund debentures 
contains covenants that restrict the payment of dividends, re- 
strict the purchase and retirement of Western Auto capital stock 
and limit investments and indebtedness. The amount of unre- 
stricted retained earnings at December 31, 1981 was $45.3. 


8. Profit Sharing and Retirement Plans 


Western Auto and its subsidiaries have trusteed profit sharing 
plans and Western Auto has a trusteed retirement plan for sub- 
stantially all full-time employees. 


Contributions to the retirement plan charged to earnings for 
1981, 1980 and 1979 were $4.2, $4.7 and $4.5, respectively. 
No contributions were made by Western Auto to the profit 
sharing plans in 1981, 1980 and 1979. Accumulated plan bene- 
fits and plan net assets for the defined benefit retirement plan 
were as follows: 


January 1 1981 1980 1979 
Actuarial Present Value 
of Accumulated 
Plan Benefits 
Vested $21.4 $24.1 $24.9 
Nonvested 25 ei 3.8 
Total Actuarial Present 
Value of Accumulated 
Plan Benefits $23.9 $26.8 $28.7 
Net Assets Available 
for Benefits $36.8 $32.1 $27.6 


The weighted average assumed rate of return used in determin- 
ing the actuarial present value of accumulated plan benefits was 
10.4% in 1981, 8.4% in 1980 and 6.5% in 1979. 


9. Deferred Federal Income Taxes 


Deferred federal income taxes result from timing differences in 
recognition of income and expense for tax and financial report- 
ing purposes. The sources and the tax effects of these dif- 
ferences were as follows: 


1981 1980 AS, 
Income from creditsales $ (.4) $ 2.1 $  (.5) 
Depreciation “o) 4 6 
Provision for doubtful 
accounts 5 (.3) (.1) 
Advertising costs 18) (2.2) (.5) 
Other 8 (al) (5) 
Saez SG) $ (1.0) 


Notes to Financial Statements (concluded) 


10. Transactions with Affiliates 


Western Auto sells, to Beneficial with recourse, customer receiv- 
ables generated by retail stores and associate stores. Western 
Auto is paid 95% of the gross customer receivables sold and 
maintains the reserve for credit losses applicable to these receiv- 
ables. Western Auto guarantees that the net earnings related to 
the receivables sold will not be less than 150% of interest re- 
quirements on debt and rentals for lease properties related 
directly to these receivables. Administration of the credit function 
for these receivables is performed by Western Auto. During 
1981 and 1980 Beneficial paid Western Auto $15.7 and $13.3, 
respectively, for administration of the receivables. 


Premiums paid to an insurance subsidiary of Beneficial for em- 
ployee group life and accident and health insurance for 1981, 
1980 and 1979 were $3.3, $3.7 and $3.9, respectively. 


Western Auto sold to Beneficial in 1980 and 1979 for $1.2 and 
$2.6, instalment receivables with a face value of $2.2 and $3.6. 


11. Leases 


Western Auto and its subsidiaries occupy retail stores and use 
certain equipment and facilities under various operating leases. 
Rent expense, principally for retail facilities, for 1981, 1980 and 
1979 was $9.3, $8.9 and $12.1, respectively. Lease commit- 
ments on real property are: 


1982 $ 6.4 
1983 5.7 
1984 5.0 
1985 43 
1986 3.2 
1987-1991 7.0 
1992-1996 Zl 
1997-2001 6 

$34.3 


It is expected that, in the normal course of business, leases that 
expire will be renewed or replaced by leases on other proper- 
ties; thus, it is anticipated that future minimum annual lease com- 
mitments will not be less than those shown for 1982. The 
minimum annual rentals do not include maintenance costs, real 
estate taxes, insurance, or additional amounts payable on per- 
centage of sales. 


12. Supplementary Financial Data Adjusted for the Effects of 
Changing Prices (Unaudited) 


Supplementary inflation adjusted information prepared in ac- 
cordance with Financial Accounting Standards Board Statement 
No. 33 is included in the Form 10-K of Western Auto filed with 
the Securities and Exchange Commission. 


Accountants’ Opinion 


The Board of Directors 
Beneficial Corporation 


We have examined the consolidated balance sheets of Benefi- 
cial Corporation Merchandising Division (Western Auto Supply 
Company and subsidiaries—see Note 1(a)) as of December 31, 
1981 and 1980 and the related consolidated statements of in- 
come and retained earnings and changes in financial position 
for each of the years in the three year period ended December 
31, 1981. Our examinations were made in accordance with gen- 
erally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


In our opinion, the aforementioned consolidated financial state- 
ments present fairly the financial position of Beneficial Corpora- 
tion Merchandising Division at December 31, 1981 and 1980 and 
the results of its operations and the changes in its financial posi- 
tion for each of the years in the three year period ended Decem- 
ber 31, 1981, in conformity with generally accepted accounting 
principles applied on a consistent basis. 


PEAT, MARWICK, MITCHELL & CO. 


Kansas City, Missouri 
February 8, 1982 
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Beneficial Corporation and Subsidiaries 
Eleven-Year Summary 


Supplemental Information 
(amounts in millions, except where noted) 
During The Year 


Consolidated 
Income From Continuing Operations 
Income (Loss) From Discontinued Operations 
Net Income 
Earnings Per Common Share (dollars) 
Continuing Operations 
Discontinued Operations 
Net Income (Loss) 
Average Number of Common Shares 
Dividends Paid per Common Share (dollars) 
Finance Division 
Volume of Finance Receivables Acquired less Unearned Finance Charges (c 
Number of Finance Receivables Acquired (c 
Average Amount of Transaction (dollars) (c 
% of Monthly Cash Principal Collections to Average Monthly Balances 
% of Finance Receivables Charged Off (less recoveries) to Average Monthly Balances 
Revenue 
Interest 
Provision for Credit Losses (less recoveries) 
Total Expenses 
Income Before Income Taxes 
Income From Finance Division 
% of Income from Finance Division to Revenue 
Savings and Loan Division 
Revenue 
Income (Loss) Before Income Taxes 
Net Income (Loss) of Savings and Loan Division 
% of Net Income (Loss) to Revenue 
Equity of Beneficial in Net Income (Loss) plus Purchase Accounting Adjustments 
Merchandising Division 
Net Sales and Other Revenue 
Income (Loss) Before Income Taxes 
Income (Loss) From Merchandising Division 
% of Income (Loss) from Merchandising Division to Net Sales and Other Revenue 


Interest Expense, After Income Taxes, Related to Investment in Non-Consolidated Subsidiaries 


At Year End 


Consolidated 
Total Assets 
Short-Term Debt 
Long-Term Debt 
Redeemable Preferred Stock 
Shareholders’ Equity excluding Redeemable Preferred Stock 
Number of Employees 
Number of Holders of Common Stock 
Finance Division 
Principal of Finance Receivables 
Reserve for Credit Losses 
% of Reserve for Credit Losses to Principal of Finance Receivables 
% of Finance Receivables (account balances, loans only) with Payments 
More than Two Months Delinquent (based upon recency of payment) (d 
Number of Accounts 
Average Account Balance (dollars) 


a) Restated for Change in Accounting Principle. 
b) Excludes Extraordinary Credit of $12.1 ($.64 per share) from 
sale of undeveloped land by a non-consolidated subsidiary. 


c) Excludes bank credit card receivables. 
d) Excludes receivables of West German subsidiary. 


1981 
$ 38.9 
$ (46.6) 
Cae) 
$ 97 
$ (2.08) 
Sort) 

22.3 
$ 2.00 
$2,708.7 

1.4 
$ 1,940 

3.85 

Ba 
$1,466.1 
$ 458.7 
$ 108.3 
$1 ,355.0 
$ 99.5 
$ 61.9 

4.22 
$ 212.6 
$ (35.2) 
$ (24.5) 
(11.67) 
an Cae) 
$ 645.7 
oe PANS 
ye ie 

1.86 
Seiad) 
$6,340.2 
$1,128.9 
$3,357.3 
$ 125.0 
$ 878.5 
16,800 
29,400 
$4,445.8 
$ 196.5 

4.42 

1.54 

2.5 
$ 1,811 


1980 


a 
1,344 


a ee ee eee eee 


nee ee ee een ee ey eee een Ree 
1979 1978 177, 1976 1975 1974 173 1272 1971 


SSS a ee a ee ee A a ea ee 


96.5(a 95.8 82.3 97.7 alee) 60.8 69.7 78.6 68.2 
3.8 25 3.4 ay, Di 2.9 6.1 3.6 5 
100.3(a 98.3 85.7 100.4 73.4 63.7(b 75.8 82.2 68.7 
4.04(a 4.08 3.48 4.39 323 2.68 3.18 3.72 3.19 
a7, 11 16 3 44 415 34 20 03 
4.21(a 4.19 3.64 4.52 3.34 2.83(b 3.51 3.92 a2 
209 22.4 21.8 20.4 19.1 19.1 18.7 18.4 18.1 
1.95 1.70 1.60 1.4375 1.25 4.25 1.20 1.10 1.0667 
3,226.4 2,690.3 2,261.9 1,900.3 1,553.6 1,669.2 1,739.4 1,632.9 1,461.8 
2.8 2.4 24 1.8 1.5 1.9 BO 24 1.9 
del oe 1,098 1,063 1,057 1,028 885 799 759 753 
4.37 4.43 4.34 4.35 4.28 4.45 4.94 4.90 4.82 
1.87 1.57 1.74 2.04 2.42 Dae 1.82 1.56 1.57 
982.9 769.5 640.4 536.5 460.3 452.5 416.3 376.9 336.1 
243.8 162.4 124.1 95.6 82.7 90.8 76.6 63.3 57.0 
102.4 70.9 65.7 60.4 54.8 51.1 40.8 34.0 28.6 
828.1(a 593.2 483.4 399.3 344.2 345.8 302.6 263.9 229.8 
155.4( 174.4 153.7 132.5 110.0 95.5 112.6 114.7 107.8 
98.8( 101.5 86.4 73.0 58.3 51.2 58.7 65.1 56.6 
10.05(a 13.19 13.49 13.61 12.67 11.31 14.10 17.27 16.84 
154.4 133.1 115.9 102.9 87.8 78.7 64.7 50.5 37.6 
17.8 16.4 11.3 ag, 25 4.7 8.8 75 4.4 
13.8 10.8 8.2 29 27 3.9 7.8 5.9 3.8 
8.94 8.11 7.08 2.82 3.08 4.96 12.06 11.68 10.11 
12.6 2.5 = = — = = = ae 
750.7 745.8 801.7 847.0 653.1 643.2 632.0 566.8 498.7 
(9.8) (3.2) 2.6 59.8 37.5 29.3 29.2 34.4 30.2 
(4.6) (1.7) 1.4 30.1 18.1 14.6 15.3 17.3 154 
(61) (.23) ane 3.55 OL ag 227 2.42 3.05 3.03 
(10.3) (6.5) (5.5) (5.4) (5.1) (5.0) (4.4) (3.8) (3.5) 


3,881.1 
520.0 
2,210.0 


886.5 
25,500 
33,200 


3,015.4 
147.8 
4.90 


1.15 
3.0 
1,013 


2,356.3 
265.6 
1,353.3 
637.5 
32,900 
29,300 


1,700.7 
86.7 
9,10 
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Beneficial Corporation and Subsidiaries 
Data by Calendar Quarter 


Supplemental Information 


(in millions, except per share figures) 
Revenue 

Finance Division 

Savings and Loan Division 
Merchandising Division 


Total 


Operating Income (Loss) 
Finance Division (a 
Savings and Loan Division 
Merchandising Division 


Total (a 


Net Income (Loss) 

Finance Division (a 

Equity in Net Income of Savings and Loan Division plus 
Purchase Accounting Adjustments 

Merchandising Division 

Interest Expense, After Income Taxes, Related to Investment in 
Non-consolidated Subsidiaries 


Income From Continuing Operations (a 


Discontinued Operations, After Income Taxes 
Income (Loss) 
Interest Expense Related to Investment 
Loss on Disposal 


Net Income (Loss) (a 


Earnings Per Common Share 
Continuing Operations (a 
Discontinued Operations 


Net Income (Loss) (a 


Common Stock 
High Sales Price 
Low Sales Price 
Dividends Paid Per Share 


a) Restated for Change in Accounting Principle. 


First 
Quarter 


$ 337.3 
43.5 
154.6 


$ 535.4 


$ 28.0 
(4.0) 
29.6 


$ 53.6 


$  .49 


Second 
Quarter 
$ 346.2 
54.1 
sWAche) 
$ 573.9 
pao 1G 
(8.3) 
36.4 
$ 59.7 
$ 16.8 
(3.0) 
44 
(3.4) 
14.8 
3 
(1.6) 
(353) 
$e 
Ge 24; 
(.06) 

$ 41 
$25.375 
ZONES 
50 


1981 


Third 
Quarter 


$ 391.2 
56.2 
165.3 


$ 612.7 


$ 16.4 
(7.8) 
33.2 


$ 418 


$25.125 
19.25 
.50 


a ee ee ee ee ee er 


1980 
Fourth First Second Third Fourth 
Quarter Total Quarter Quarter Quarter Quarter Total 
$ 391.4 $1,466.1 Saceiee $ 334.3 $ 324.4 $7337.3 $1 323.2 
58.8 212.6 39.0 41.0 41.0 43.5 164.5 
1522 645.7 164.1 167.5 1743 163.6 669.5 
$ 602.4 $2,324.4 AN Vas Oe) $ 542.8 $ 539.7 $ 544.4 S2957:2 
Seba Sal 111 $ 39.1 $ 42:5 $4357, iS peti [a2 $71565 
(15.1) (35.2) Pak (2.6) (2.2) = (2.1) 
BOK: 129.9 27.9 3 1G 34.8 33.6 127.4 
Sa O07 $ 205.8 $ 69.7 See ALO), ssa ardeyr} $ 648 $ 281.8 
$ 229 $ 61.9 $206 $ 29.7 Soreae Geo $ 100.6 
(14.4) (21.3) BO (.9) (.6) 1.6 Sh 
Oe. 12.0 (.5) led 2A Ox 48 
(3.6) (13.7) (2.4) (2.6) (2.6) (2.8) (10.4) 
7.6 38.9 Oey. 27.3 21D 23.6 98.1 
— (.5) Cae) (2.9) 9 45 : 
(.9) (5.4) (1.2) (ies) (es) (1.3) (5.1) 
— (40.7) — — — _ _ 
(.9) (46.6) (2.9) (4.2) (.4) ge (4.3) 
Se nhs pin (is) ses mi fisws) Sees. SMe25.A $ 26.8 $ 93.8 
$ "14 $ 97 Sueno $ 1204 $ 94 $ 87 ieeroGS 
(.03) (2.08) (.13) (.19) (.01) 14 (.19) 
$ ald Soa) bp et late) oy) wets) Sy 03 So 101 Sen 44 
$ 21.50 $ 27.00 $23.875 $24.625 S 2875 
18.50 17.625 Lar 20.00 18.125 
50 $ 2.00 50 50 50 50 $ 2.00 
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Beneficial Corporation 


Officers 
Finn M. W. Caspersen 


Gerald L. Holm 
Robert A. Tucker 


William A. Gross 
Kostas Gussis 


James H. Gilliam, Jr. 


Chairman of the 
Board of Directors and 
Chief Executive Officer 
Vice Chairman 
Member of the 
Office of the President 


and Chief Financial Officer 


Senior Vice President 


—Taxes and Accounting Policy 


Senior Vice President 
—Audit 

Senior Vice President 
—Legal 


Andrew C. Halvorsen 
John R. Doran 
Kenneth J. Kircher 
Robert R. Meyer 


William H. H. Ely, Jr 
William V. Krause 
Bruce A. Olster 


Senior Vice President 
—Finance 


Senior Vice President 
and Treasurer 


Vice President 
and Secretary 


Vice President 
and Controller 


Vice President 
Vice President 


Vice President 
—Federal Tax 


Beneficial Management Corporation 


Executive Committee 
David J. Farris 


Finn M.W. Caspersen 
Gerald L. Holm 

R. Donald Quackenbush 
Robert A. Tucker 

Gordon L. Wadmond 


Operating Vice Presidents 
James L. Arpin 

Pierre E. Bashe 

George B. Brush 

John France 


James L. Frans 
Peter J. Gimino, Jr. 
J. Gaetan Helms 
Forrest B. Kinney 


BENICO Insurance Group 
R. Donald Quackenbush 


Robert E. Gaegler 
James T. Kearns 


Beneficial Leasing Group, Inc. 


Paul M. Finfer 


First Texas Financial Corporation 


J. Michael Cornwall 


Robin R. Glackin 


President and Chief Executive 


Officer, Chairman of the 
Executive Committee 


Executive Vice President 


Executive Vice President 


Midwest Department 

California North Department 

Northeastern Department 

United Kingdom 
Department 

Southern Department 

California South Department 

Montreal Department 

Gulf Coast Department 


Chairman of the Board and 
Chief Executive Officer 


President 
Executive Vice President 


President 


Chairman of the Board and 
Chief Executive Officer 
President and 
Chief Operating Officer 


Senior Vice Presidents 
Richard H. Bate 
Robert P Freeman 
Robert E. Gaegler 
Robert M. Grohol 
Charles E. Hance 

J. Edward Kerwan 

W. James Murphy 
Clifford W. Snyder 


Robert E. Styles 
David B. Ward 


Manfred E. Niebisch 
Charles L. Rounsavall 
Ronald E. Schoen 
James R. Warehime 
Daniel Wilczek 
Murray W. Wilson 


Western Auto Supply Company 


John T. Lundegard 


Robert W. McFadden 


Counsel 
Personnel 
Insurance 
Operating 
Legal & Litigation 
Data Processing 
Operating 
Advertising & Press 
Relations 
Operating 
Government Relations 


West German Department 
Midsouth Department 
Toronto Department 
North Central Department 
Pennsylvania Department 
Australian Department 


Chairman of the Board 
and Chief Executive 
Officer 

Executive Vice President 


and Chief Operating 
Officer 


Peoples Bank and Trust Company 


Frederick M. Dawson 


Peoples Credit Company 


Joseph N. Scarpinato 


President 


President 


Classes of Stock 
Common 


5% Cumulative Preferred 


$5.50 Dividend Cumulative 
Convertible Preferred 


$4.50 Dividend 
Cumulative Preferred 


$4.30 Dividend 
Cumulative Preferred 


9.25% Redeemable 
Preferred 


Transfer Agents 


Irving Trust Company, N.Y. 
Wilmington Trust Company, 
Wilmington, Del. 
The First National Bank 
of Chicago 


Irving Trust Company, N.Y. 


Wilmington Trust Company, 
Wilmington, Del. 


Morgan Guaranty Trust 
Company of New York 
Wilmington Trust Company, 

Wilmington, Del. 


Bradford Trust Company, 
N.Y. 


Wilmington Trust Company, 
Wilmington, Del. 


Manufacturers. Hanover 
Trust Company, N.Y. 

The First National Bank 
of Chicago 


Wilmington Trust Company, 
Wilmington, Del. 


Registrars 
Chemical Bank, N.Y. 


Continental Illinois National - 
Bank and Trust Company 
of Chicago 

Manufacturers Hanover 
Trust Company, N.Y. 

Girard Bank, Delaware 


Citibank, N.A., N.Y. 


Girard Bank, Delaware 


The Chase Manhattan Bank, 
N.A., N.Y. 


Girard Bank, Delaware 


The Chase Manhattan Bank, 

N.A., N.Y. 

Continental Illinois National 
Bank and Trust Company 
of Chicago 


Wilmington Trust Company, 
Wilmington, Del. 


Media representatives and others 
seeking general information 
about the Company should contact 


Copies of the Company’s 10-K 
report to the SEC are available upon 
request from Mr. Kenneth J. Kircher, 


Beneficial Corporation common 
stock trades on the New York 
Stock Exchange under the ticker 


Mr. Clifford W. Snyder at Beneficial Corporation, RO. Box 911, symbol “BNL? 
(201) 455-7116. Wilmington, Delaware 19899. The Annual Meeting of the 
Security analysts, portfolio shareholders of Beneficial 


managers, and other investors 
seeking financial information about 
the Company should contact 

Mr. Andrew C. Halvorsen at 

(201) 455-7139. 


Corporation will be held on 

Friday, April 30, 1982 at 11 a.m., 

in the Company's headquarters, 
Beneficial Building, 1100 Carr Road, 
Wilmington, Delaware. 
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BENEFICIAL CORPORATION 


Beneficial Building, Wilmington, Delaware 19899 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
April 30, 1981 


The annual meeting of the stockholders of Beneficial Corporation, a Delaware corporation, will 
be held on Thursday, April 30, 1981, at the office of the Company, Beneficial Building, 1300 Market 
Street, Wilmington, Delaware, at 11 A.M. Wilmington time, for the following purposes: (1) electing 
directors of the Company, (2) ratifying the action of the Board of Directors in selecting the firm of 
Deloitte Haskins & Sells, Certified Public Accountants, as the independent auditors of the Company 
for 1981 and (3) transacting such other business as may properly be brought before the meeting. 


Only shares of Common Stock, $4.30 Dividend Cumulative Preferred Stock and $5.50 Dividend 
Cumulative Convertible Preferred Stock may be voted at the meeting. The close of business on March 
5, 1981 has been set as the record date for the purpose of determining stockholders entitled to notice 
of and to vote at the meeting. Stockholders who cannot personally attend the meeting and who wish 
to have their stock voted are requested to complete and sign the accompanying proxy (proxies) and 
return it (them) as soon as possible. No postage is required if mailed in the United States, its territories 
and possessions, in the enclosed envelope. 


A summary post-meeting report will be mailed to all stockholders. 


KENNETH J. KIRCHER 


Vice-President and Secretary 


Dated: March 17, 1981 
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March 17, 1981 


BENEFICIAL CORPORATION 


Beneficial Building, Wilmington, Delaware 19899 


ANNUAL MEETING OF STOCKHOLDERS 
April 30, 1981 


PROXY STATEMENT 


This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of 
Directors for use at the annual meeting of stockholders of the Company to be held on April 30, 1981. 
The shares represented by each such proxy will be voted at the meeting in accordance with the speci- 
fications made thereon by the stockholder. The person giving a proxy has the power to revoke it any 
time before it has been voted. 


VOTING SECURITIES 


The close of business on March 5, 1981 has been set as the record date for the purpose of 
determining stockholders entitled to vote at the meeting. Each share of Common Stock and $4.30 
Dividend Cumulative Preferred Stock is entitled to one vote, and each share of $5.50 Dividend 
Cumulative Convertible Preferred Stock is entitled to four and one-half votes. All of such classes will 
vote as a single class. 


On February 28, 1981 the number of securities outstanding and entitled to vote was 21,923,148 
shares of Common Stock, 836,585 shares of $4.30 Dividend Cumulative Preferred Stock and 98,444 
shares of $5.50 Dividend Cumulative Convertible Preferred Stock. The aggregate number of votes 
entitled to be cast at the meeting as of February 28, 1981, with all of such classes voting as a single 
Classs ise2o52U02,75 1. 


ELECTION OF DIRECTORS 


It is intended that, unless authority is withheld, votes will be cast pursuant to the accompanying 
proxy for the election of a Board of Directors of sixteen consisting of the persons named below, all of 
whom are presently directors, for terms of one year and until their successors are elected. Each nominee 
was elected a director at the Company’s 1980 Annual Meeting of Stockholders, and each has expressed 
willingness to serve as a director during the coming year. The proxy may be voted for the election of 
other persons as directors in case any of those named below are unable to serve for any reason. 


The names of the nominees for director, together with certain information regarding them, are 


as follows: 


Year 
First 
Name of Director, Age, Elected 
Principal Cccupation and a 
Other Affiliations Director 
CecilaM 2Benadome lier. see eee oe 1965 


Retired; Member of Executive and Audit 
Committees and former President of 
the Company 

Charles W. Bower, 59 

Senior Vice President and Treasurer and 
Member of Executive and Finance 
Committees of the Company 

Robert C. Cannada, 60 

Attorney at Law, Butler, Snow, O’Mara, 
Stevens & Cannada, Jackson, Missis- 
sippi; Member of Compensation and 
Audit Committees of the Company 

ElbertaN.: Garvelsai0 ce asin coc ee 

Vice Chairman of the Board of Trustees 
of University of Delaware; Chairman 
of Board of Directors of Peoples Bank 
and Trust Company, a subsidiary of 
the Company 

Binn (MSW. Caspersen, GO fag a a. ae 

Chairman of Board of Directors and 
Chief Executive Officer, Chairman of 
Executive Committee and Committee 
on Strategic Planning and Evaluation 
and Member of Finance Committee 
of the Company 

PredavRaC acpersena/ 2 antaee, a a, ee tae 

Chairman of Board of Directors of 
Westby Corporation, real estate in- 
vestments, Wilmington, Delaware 

Greorger Kcebvalise: [Om meee he te eee 

Vice Chairman of Board of Directors, 
Member of Office of the President 
and Member of Executive and Finance 
Committees and Committee on Stra- 
tegic Planning and Evaluation of the 
Company; Member of Executive 
Committee of Beneficial Management 
Corporation, a subsidiary of the 
Company 

Gerdid eo Holm e425. eee 

Executive Vice President of Beneficial 
Management Corporation, a subsidi- 
ary of the Company; Member of 
Committee on Strategic Planning and 
Evaluation of the Company 


Co 


Cr 


1969 


1975 


no 75 


LOTS 


L972 


1973 


eb) 


Year 
First 
Name of Director, Age, Elected 
Principal Occupation and a 
Other Affiliations Director 
R. Donald Quackenbush, 59 ......... 1979 


Chairman of Board of Directors of the 
Company’s Insurance subsidiaries; 
Executive Vice President—Insurance 
of Beneficial Management Corpora- 
tion, a subsidiary of the Company 

Susan: Julia® Ross) i377 ee eee 

Attorney at Law, Natelson and Ross, 
Taos, New Mexico; Member of Com- 
mittee on Strategic Planning and 
Evaluation and Audit Committee of 
the Company 

Robert A: ‘Tucker. 549 ee 

Member of Office of the President, First 
Vice President and Chief Financial 
Officer, Member of Executive Com- 
mittee and Chairman of Finance 
Committee of the Company 

E. Norman Veasey, 48 

Attorney at Law, Richards, Layton & 
Finger, P.A., Wilmington, Delaware; 
Member of Committee on Strategic 
Planning and Evaluation and Com- 
pensation Committee of the Company 

Richard A. Wagner, 54 

President and Chief Executive Officer 
of Beneficial Management Corpora- 
tion, a subsidiary of the Company 

Arthur T. Ward, Jr., 69 

Medical doctor and businessman, Balti- 
more, Maryland; Member of Com- 
mittee on Strategic Planning and 
Evaluation and Compensation Com- 
mittee of the Company 

Charles H. Watts, II, 54 

Director, Campaign for Brown Univer- 
sity, Providence, Rhode Island; Gen- 
eral Director, Member of Executive 
Committee and Committee on Strate- 
gic Planning and Evaluation and 
Chairman of Audit Committee of the 
Company 

K. Martin Worthy, 60 

Attorney at Law, Hamel, Park, McCabe 
& Saunders, Washington, D.C.; Chair- 
man of Compensation Committee of 
the Company 


a) 0/0, @| <0 0,9) spare lene és 


ee 


Ce 


at fewe ia’ .e'.6 ef tere val (e. \ei ve 


feta: 6 ae, 's. 616) 610,78 3, "8 € 


1979 


1959 


1979 


1977 


1975 


NERS) 


1977 


During the last five years the principal occupation and employment of each director has been as 
listed in the table above, except that the Audit Committee and the Committee on Strategic Planning and 
Evaluation were established in 1977 and 1980, respectively, and except that: 

Mr. Benadom was President of the Company and a member of the Finance Committee until 


December, 1976. 


Mr. Caspersen was Vice Chairman of the Board of Directors (1975 to 1976) of the Company. 
From 1972 to 1976 he also was Associate Counsel of Beneficial Management Corporation, a 
subsidiary of the Company, and General Counsel of the Company’s Insurance subsidiaries. 
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Mr. Evans was President (1974 to 1978) and Chief Executive Officer (1978 to 1979) of Bene- 
ficial Management Corporation. From December 11, 1979 to February 5, 1980, Mr. Evans was 
Chairman of the Board of Directors and Chief Executive Officer of Western Auto Supply Com- 
pany, a subsidiary of the Company. 

Mr. Holm was a Vice President (1973 to 1979) of Beneficial Management Corporation and 
President (1974 to 1979) of Beneficial Data Processing Corporation, a subsidiary of the Company. 

Mr. Quackenbush was President of the Company’s Insurance Subsidiaries (1970 to 1977), and 
a member of the Executive Committee (1978 to present), Senior Vice President-Insurance (1977 
to 1978) and Vice President-Insurance (1975 to 1977) of Beneficial Management Corporation. 

Miss Ross was an attorney (1971 to 1976) with the law firm of Dewey, Ballantine, Bushby, 
Palmer & Wood. 

Mr. Wagner was Chief Operating Officer (1978 to 1979) and Executive Vice President- 
Operating (1974 to 1978) and since 1977 has been a member of the Executive Committee of 
Beneficial Management Corporation. 

Mr. Watts has been an educational and business consultant (1977 to 1978), President of the 
Wolf Trap Foundation for the Performing Arts, Vienna, Virginia (1976 to 1977) and President of 
Bucknell University, Lewisburg, Pennsylvania (prior to 1977). 

Messrs. Caspersen, Evans, Holm, Tucker and Watts are members of the Board of Directors of 
First Texas Financial Corporation, Spiegel, Inc. and Western Auto Supply Company, subsidiaries of 
the Company. Mr. Wagner is also a member of the Board of Directors of First Texas Financial 
Corporation. 

The firms of Butler, Snow, O’Mara, Stevens & Cannada, of which Mr. Cannada is a member, and 
Richards, Layton & Finger, P.A., of which Mr. Veasey is a member, performed legal services in 1979 
and 1980 for the Company and its subsidiaries. The firm of Hamel, Park, McCabe & Saunders, of which 
Mr. Worthy is a member, also performed legal services in 1980 for the Company and its subsidiaries. 
Such firms are currently performing legal services for the Company and its subsidiaries. 

There are no family relationships between any nominees, except that Mr. Finn M. W. Caspersen 
is the son of Mrs. Freda R. Caspersen. 

As of February 1, 1981, the Company’s directors and nominees for directors, and its directors 
and officers as a group, beneficially owned the amounts of equity securities of the Company shown in 
the following table: 


Equity Securities of the Company 
Beneficially Owned(1) 


Common % of 5% Pfd. % of 
Name of Person or Group Stock Class Stock Class 
Cecil M. Benadom (2) (3) (4) (5) ............ 1095173 4 29 a 
Charles. W. Bower.(4) ()), (6) ieee eee 383,222 Nef 21,879 5.4 
Robert, C7 Catinada (2) 00 ee eter cette 3,129 ud — — 
Elbert? Ni?Garvel?(2) 28. 8207s. De ait), See’ 10,297 2 — — 
Finn M. W. Caspersen (2) (4) (5) (7) (8) ...... 754,524 3.4 2,084 0.5 
redask>.Gaspersen: (7). (9)ean. ane ee eee eres 393,378 1.8 1,343 a 
George: R. ‘Evans (5) e200. ee Oa eee 8,942 z 18 x 
Gerald.ts,. Holi ees geass tacicn diacatn die cales 4,275 - — = 
KK. Donald. Ouackenbush (2) eer eae ae se 5,961 sd — oe 
SusansJulia; Rosst S45 a: i tai. 4 Dota ab acinar 174 ‘ — — 
Robert A. Tucker (2) (4) (5) (6) (9) (10) ...... 709,928 3.2 23,207 Shi 
E Norman’ Veasey, 2) 054 cups ee eta tien 220 ba — = 
Richard Avy Waeneri(2) kaon me cae 4,445 : — = 
ATE Wald, Ile CZ) Cl) em ce tere ere 15,938 2 420 - 
Charles’ H} Watts," II (2):(4)%. .. 20O.1P ear 231,741 ied 1,333 ~! 
K> Martins Worthysd-sexn ob near: ot toe anohan 1,740 : — Se 
All directors and officers as a group (35 persons) 
(2) (3) (4) (5) (6) (7) (8) (9) (10) (11) ...... 1,471,600 6.7 26,576 6.5 


In addition, as of such date Mr. Tucker owned 67* shares of the Company’s $4.50 Dividend Cumula- 
tive Preferred Stock as to 40 shares of which he shares voting and investment power with others. 


*Less than 0.5% of class. 


(1) Unless otherwise indicated below, each director possesses sole voting and investment power 
with respect to the shares shown opposite his or her name in the tables. 


(2) Includes shares of Common Stock owned by wives or certain members of the families of 
nominees, as to which such nominees disclaim beneficial ownership, as follows: Mr. Benadom—378 
shares; Mr. Cannada—316 shares; Mr. Carvel—2,500 shares; Mr. Caspersen—5,200 shares; Mr. 
Quackenbush—S0 shares; Mr. Tucker—1,202 shares; Mr. Wagner—467 shares; Mr. Ward—9,418 
shares; and Mr. Watts—2,796 shares. 


(3) Includes 422 shares of Common Stock which Mr. Benadom has the right to receive in 
March, 1981 under the Company’s Incentive Compensation Plan. 


(4) Includes 205,039 shares of Common Stock held by three trusts as to which Messrs. Caspersen 
and Watts and others serve as trustees (sharing voting and investment power), shown as beneficially 
owned by both of them. As to Messrs. Benadom, Bower, and Tucker, includes 99,397, 99,397 and 
155,340 shares of Common Stock, respectively, held by two such trusts with respect to which they act 
as trustees (sharing voting and investment power), shown as beneficially owned by each of them. Also 
includes 596 shares of 5% Cumulative Preferred Stock (“5% Stock”) owned by one such trust, shown 
as beneficially owned by Messrs. Caspersen, Tucker and Watts. 


(5) Excludes shares owned by the Hodson Trust. For information concerning shares held by 
this trust see Principal Shareholders. 


(6) Includes 276,631 shares of Common Stock and 21,879 shares of 5% Stock owned by the 
Beneficial Corporation and Subsidiaries Employees’ Retirement Plan, as to which Messrs. Bower, 
Tucker and four other persons serve as trustees (sharing voting and investment power), shown as 
beneficially owned by each of them. 


(7) Includes 294,440 shares of Common Stock as to which Finn M. W. Caspersen and Freda R. 
Caspersen share voting and investment power, shown as beneficially owned by both of them. As to 
5,224 of such shares, such voting and investment power is shared with others. 


(8) Includes 178,564 shares of Common Stock and 1,170 shares of 5% Stock (other than shares 
referred to in notes 2, 4 and 7 above) as to which Mr. Caspersen shares voting and investment power 
with others. 


(9) Includes 59,611 shares of Common Stock and 679 shares of 5% Stock owned by Beneficial 
Foundation, Inc. as to which Mrs. Caspersen, Mr. Tucker and others share voting and investment power, 
shown as beneficially owned by both of them. 


(10) Includes 131,127 shares of Common Stock (other than those referred to in notes 2, 4, 5 
and 8 above) and 40 shares of $4.50 Dividend Cumulative Preferred Stock as to which Mr. Tucker 
shares voting and investment power with others. 


(11) Includes 4,161 shares of Common Stock and 420 shares of 5% Stock as to which Mr. Ward 
shares voting and investment power with others. 


The Board’s Audit Committee, the composition of which is noted on page 2 in the table of nominees 
for directors, met six times in 1980. Its duties are (a) to recommend to the Board a firm of inde- 
pendent public accountants to be nominated for election by the stockholders to act as the Company’s 
independent auditors, (b) to confer with the Company’s independent auditors as to the scope of their 
proposed audit, (c) to review the findings and recommendations of the independent auditors on 
completion of the audit and to consider any problems encountered by them in conducting the audit and — 
(d) to review the Company’s internal audit controls and to provide a liaison with the Company’s internal 
auditors. However, the Committee’s duties do not include accounting and auditing management func- 
tions assigned to the Company’s officers and other executives. The Board’s Compensation Committee, 
the composition of which is noted on Page 2 in the table of nominees for directors, met two times in 
1980. Its function is to fix the compensation of officers and key employees of the Company and certain 
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subsidiaries, and to supervise the Company’s Incentive Compensation Plan. The Board’s Finance Com- 
mittee, the composition of which is noted on Page 2 in the table of nominees for directors, met 24 times 
in 1980. The Finance Committee, between meetings of the Board, may exercise all powers of the Board 
with respect to financing the operations of the Company. The Board’s Executive Committee, the com- 
position of which is noted on Page 2 in the table of nominees for directors, may exercise substan- 
tially all the authority of the Board (other than powers which the Board has specifically delegated to 
other committees) during the intervals between the meetings of the Board. In 1980 the Executive 
Committee of the Board held twelve meetings and on one occasion took action without a meeting 
pursuant to a written consent signed by all of its members. The Board’s Committee on Strategic Plan- 
ning and Evaluation, the composition of which is noted on Page 2 in the table of nominees for directors, 
was established on November 19, 1980 and is responsible for (a) undertaking such studies and eval- 
uations as it shall deem necessary for the current corporate strategy and the social, political and 
economic environment within which the Company exists and (b) recommending to the Board such 
changes in the function and composition of the Board, including new or additional members, as will 
best equip the Board to fulfill its duties. The Committee held no meetings in 1980. The Board held four 
meetings during 1980. 


The Committee on Strategic Planning and Evaluation will consider recommendations of nominees 
for election to the Board submitted by stockholders. Any stockholder may recommend such nominees 
by writing to the Committee at the following address: Committee on Strategic Planning and Evaluation— 
Board of Directors, Beneficial Corporation, Beneficial Building, 1300 Market Street, Wilmington, Dela- 
ware 19899, Attention: Kenneth J. Kircher, Vice President and Secretary. 


PRINCIPAL SHAREHOLDERS 


The following table sets forth information regarding each person who, to the Company’s knowledge, 
owned on the date indicated more than 5% of any class of the Company’s outstanding voting securities: 


$4.30 Dividend 


Cumulative 
Name and Address Common Preferred % of Class 
of Shareholder Stock Stock Owned 
Hodson Trust 
200 South Street 
Morristown, New Jersey 07960 .......... 1,500,861(1) — 6.8 
Safeco Corporation, 
Safeco Life Insurance Company 
Safeco Plaza 
Seattle, Washington 98185 ............. — 56,100(2) 6.7 


(1) As of February 1, 1981, the Hodson Trust held of record the shares indicated in the table and 
9,038 shares of 5% Cumulative Preferred Stock (approximately 2.2% of such class). Messrs. Benadom, 
Bower, Caspersen, Evans, Tucker and two other persons serve as trustees of such trust and share 
voting and investment power, but have no interest in the principal or income of such trust. Such shares 
would be regarded as beneficially owned by each such person under the terms of Rule 13d-3 promul- 
gated by the Securities and Exchange Commission under the Securities Exchange Act of 1934, as 
amended. 


(2) Based on information contained in Amendment No. 2 to Schedule 13D of Safeco Corporation 
and Safeco Life Insurance Company, dated February 6, 1981, filed with the Securities and Exchange 
Commission under the Securities Act of 1934, as amended. Such amendment indicates that Safeco Cor- 
poration has sole voting and investment power with respect to all but 15,000 of the shares indicated in 
the table and that, with respect to such 15,000 shares, it shares voting and investment power with Safeco 
Life Insurance Company. 


REMUNERATION 


The following tabulation sets forth the aggregate remuneration paid by the Company and its sub- 
sidiaries during 1980 to (a) each of the five most highly compensated directors or officers of the Com- 
pany whose total cash and cash-equivalent remuneration exceeded $50,000, for services in the capaci- 
ties indicated, and (b) all directors and officers of the Company as a group. 


Name of Individual 
or Number of 


Persons In Group Capacities in Which Served 


Chairman of Board of Directors and 
Chief Executive Officer, Director, 
Chairman of Executive Committee, 
Chairman of Committee on Stra- 
tegic Planning and Evaluation and 
Member of Finance Committee of 
the Company 


Finn M. W. Caspersen 


Choc onus 


@:6-/e/;eille\16,(0| mifelcei'e 


George R. Evans Vice Chairman of Board of Directors, 
Member of Office of the President, 
Director and Member of Executive 
and Finance Committees and Com- 
mittee on Strategic Planning and 


Evaluation of the Company 


Chairman of Board of Directors of 
the Company’s Insurance  sub- 
sidiaries; Executive Vice President- 
Insurance of Beneficial Manage- 
ment Corporation, a _ subsidiary; 
Director of the Company 


R. Donald Quackenbush 


Roberts Ay Guckere en ar ate 


Member of Office of the President, 
First Vice President and Chief 
Financial Officer, Director and 
Member of Executive Committee 
and Chairman of Finance Com- 
mittee of the Company 


Richard A. Wagner President and Chief Executive Officer 
of Beneficial Management Corpora- 
tion, a subsidiary; Director of the 


Company 


41 directors and officers as a group 


Ce 


Cash and Cash-equivalent 
Forms of Remuneration(*) 


Securities 
or Property, 
Insurance 
Salaries, Fees, Benefits or Aggregate 
Directors’ Fees, Reimbursement, of Contingent 
Commissions, Personal Forms of 
and Bonuses Benefits Remuneration(*) 
$ 379,065 $ 13,147 $ 21,583 
307,950 12,800 19,433 
192,350 17,661 9,583 
292,100 8,049 — 
242,650 19,672 6,425 
3,110,199 188,651 134,068 


(*) The amounts of remuneration shown in this Proxy Statement have been determined in accor- 
dance with applicable regulations under the Securities Exchange Act of 1934, as amended. Such amounts 
do not include payments to or for the benefit of directors or officers for any part of 1980 during which 


they did not serve as such. 


COMPENSATION PLANS AND ARRANGEMENTS 


Incentive Compensation Plan. This Plan was terminated by the Board of Directors during 1978 
except to the extent necessary to make distributions of awards granted under the Plan prior to that 
date. Under the Plan, in-service annual awards were granted to certain officers and key employees of 
the Company and its subsidiaries who were selected in certain years by the Compensation Committee 
of the Board of Directors. Awards are payable in equal quarter-annual installments over a ten-year 
period following termination of employment. During such period, interest is payable on cash balances 
and dividend equivalents are payable on shares not yet delivered. 


Two types of awards, Plan A Units and Plan B Units, have been granted under the Plan. Plan A 
Units were awarded only in 1957. Each Plan A Unit entitles a participant to an amount in cash equal to 
the excess, if any, of the market value at the time of severance of employment of one share of the Com- 
pany’s Common Stock (including adjustments for stock dividends, etc.) over 95% of the fair market 
value of such share determined as of the date the Unit was awarded ($9.18 per share (adjusted) as of 
December 2, 1957). Plan B Units were awarded in 1957 and all subsequent years through 1970. No 
such awards were made thereafter. Each Plan B Unit entitles a participant at retirement to one share of 
the Company’s Common Stock and a sum, payable in cash, equal to the amount of dividends paid per 
share on outstanding shares of Common Stock from the time of the award to termination of employ- 
ment. The market value of a share of Common Stock at the time of realization (including adjustments 
for stock dividends, etc.) may be more or less than the market value at the time of the awards. 


At December 31, 1980, the following awards under the Plan stood to the credit of directors 
and officers listed or included in the table on Page 6: Mr. Evans—1,659 Plan B Units, Mr. Tucker— 
321 Plan A Units and 8,398 Plan B Units; Mr. Wagner—441 Plan B Units; and 41 directors and 
officers as a group—1,025 Plan A Units and 13,067 Plan B Units. At such date a total of 3,671 Plan 
A Units and 29,740 Plan B Units were outstanding. In addition, at such date, Mr. Benadom, who 
had previously retired as an officer, was entitled to receive $24,919 in cash attributable to Plan A 
Units, and 10,131 shares of Common Stock and $135,372 in cash attributable to Plan B Units, 
awarded under the Plan prior to retirement. 


Employees’ Retirement Plan. Under this Plan, an employee’s annual benefit upon retirement at 
normal retirement date will be based upon 112% of his or her highest applicable average annual salary 
in any 3 consecutive years of service prior to the normal retirement date, multiplied by the employee’s 
years of service up to 40 years, less one-half of annual social security benefits and certain other deduc- 
tions. The maximum annual retirement benefit under the Plan is the lesser of (a) 60% of an employee’s 
highest average applicable annual base salary for three years, or (b) $124,500, subject to inflation- 
related adjustments. The actuarial value of an employee’s annual retirement benefit may be paid in a 
single payment upon retirement. The Plan also contains provisions for early retirement benefits and 
payments to a vested employee who leaves the employ of the Company prior to retirement. The Plan 
was amended in 1980 to provide for determination of benefits based on an employee’s highest average 
annual salary in any 3 consecutive years (rather than 5 consecutive years), to liberalize certain 
eligibility requirements for early retirement benefits, to provide for a small increase in benefits for 
long-service employees and to eliminate charges to employees for certain pre-retirement death benefits. 


For Plan purposes, salary is defined to include wages paid, bonuses and other special com- 
pensation but not overtime payments, Company contributions under the Employees’ Stock Purchase 
Plan or the Tax Credit Employee Stock Ownership Plan and taxable group insurance premiums. For 
officers included in the table on page 6, salary includes all items reported in the third column of 
such table, except directors fees. Benefits under the Plan are fully vested after 10 years of cumulative 
service or at age 65. Messrs. Caspersen, Quackenbush, Tucker and Wagner had approximately 9, 21, 27 
and 33 years of service respectively, credited under the Plan through 1980. At January 1, 1981, Mr. 
Evans was entitled to receive upon retirement (a) $964,051 (which includes interest at 8% from his 
normal retirement date) or (b) a deferred retirement allowance, payable monthly for life, of equivalent 
actuarial value. 


The table below illustrates the estimated annual benefits, based on the indicated applicable average 
annual salary and years of service upon retirement, payable upon retirement under the Plan to a parti- 
cipant who retires at the end of the calendar year in which age 65 is attained. 


Estimated Annual Retirement Benefit 


Applicable Average 15 Years 25 Years 35 Years 
Annual Salary of Service of Service of Service 
S150;000 meee DO. 50 $ 56,250 $ 78,750 
200,000 Presa 45,000 75,000 105,000 
250, U0U Rae re 56,250 935750 124,500 
300-000 Ria. 67,500 112,500 124,500 
400,000 3ee ee, 90,000 124,500 124,500 


Employees’ Stock Purchase Plan. Under this Plan, directors and eligible employees of the Company 
and those of participating subsidiaries, including officers, may elect to contribute funds for the purchase 
of shares of the Company’s Common Stock and will receive from the Company a contribution of addi- 
tional shares, subject to certain vesting rights set forth in the Plan. The maximum amount which may be 
contributed by a participant in a calendar year may not exceed an amount equal to 20% of the partici- 
pant’s “Annual Compensation” (as defined in the Plan) for such year. 


As shares of Common Stock purchased with participant’s contributions are credited to a participant’s 
account, a number of unvested “share units” are also credited to the participant’s account as follows: 
(1) for the first $1,000 contributed under the Plan in each year, each participant is credited a number of 
share units equal to the full number of shares credited to such participant’s account; and (2) for all 
amounts in excess of $1,000 contributed in each year, each participant is credited a number of share 
units equal to 50% of the number of shares purchased with such additional funds and credited to the 
participant’s account. 


Share units entitle a participant to receive on each dividend payment date for the Company’s 
Common Stock a cash amount equal to the amount of the dividend that such participant would have 
received had he or she been, on the record date for payment of such dividend, the owner of a number 
of shares of such stock equal to the number of such credited share units. 


Share units become fully vested in a participant only after the earlier of (a) the expiration of a 
period of three years following the date on which such share units were credited, or (b) the date on 
which a participant’s employment or service as a director is terminated for any of the reasons set forth 
in the Pian. 


At December 31, 1980, the following awards under the Plan stood to the credit of directors 
and officers listed or included in the table on Page 6 as a result of their respective contributions to the 
Plan: Mr. Caspersen—2,615 share units; Mr. Evans—2,369 share units; Mr. Quackenbush—1,347 share 
units; Mr. Wagner—1,422 share units; and 41 directors and officers as a group—18,627 share units. 


Tax Credit Employee Stock Ownership Plan (TRASOP). Under this Plan, which was adopted by 
the Board of Directors on August 12, 1980 and retroactively effective as of January 1, 1979, the Com- 
pany contributes funds which are used to purchase shares of the Company’s Common Stock for indi- 
vidual accounts maintained by an independent trustee for eligible employees of the Company and par- 
ticipating subsidiaries. All Company contributions under the Plan are totally refundable through tax 
credits available under Federal tax laws and have no effect on net income. Company contributions are 
generally equal to 1% of the sum invested by the Company and its consolidated subsidiaries in certain 
tangible personal property and allocations to employee accounts are based upon the ratio an employee’s 
compensation bears to the total compensation of all eligible employees. In addition, eligible employees 
are permitted to make voluntary contributions up to a maximum of 6% of their compensation or the 
maximum aggregate amount of employee contributions of 12% of the Company’s qualified investment 
and the Company will match such voluntary contributions with additional contributions to the Plan. 
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Compensation is defined in the Plan to include all wages paid during the calendar year, including bonuses, 
commissions, and any other special form of remuneration, but does not include Company contributions 
under the Employees’ Stock Purchase Plan, taxable group life insurance premiums or certain moving 
expenses and may not in any event exceed $100,000. 


Salaried full-time employees are eligible to participate in the Plan if they are at least 25 years of 
age and have been employed by the Company or a participating subsidiary for not less than three years. 
Dividends received by the trustee for the account of a participant are reinvested in shares of Common 
Stock of the Company and shares of Common Stock purchased under the Plan are voted by the trustee 
in accordance with instructions received from each participant. Participants are fully vested and have 
a nonforfeitable interest in their respective accounts at all times. Participants are entitled to receive the 
shares in such accounts only upon retirement or termination of employment with the Company or a 
participating subsidiary and they may elect to have the value of all or a portion of the Common Stock 
credited to their account distributed in cash. 


At December 31, 1980, the following shares under the Plan stood to the credit of the officers listed 
or included in the table on Page 6: Mr. Caspersen—646 shares; Mr. Evans—646 shares; Mr. Quacken- 
bush—646 shares; Mr. Tucker—S586 shares; Mr. Wagner—646 shares; and the 20 officers eligible to 
participate in the Plan, as a group—7,332 shares. 


Other Compensation Plans and Arrangements. Directors of the Company who are not employees 
receive for their services $1,500 per quarter and $1,500 for each meeting attended. Directors who are 
also employees receive for their services as directors $200 for each meeting of the Board attended. Non- 
employee directors who are members of the Executive Committee receive $1,500 per meeting attended 
and those who are members of the Audit Committee, Compensation Committee and Committee on Stra- 
tegic Planning and Evaluation receive $1,000 for each meeting attended. Prior to November 18, 1980 
such non-employee members received $1,000 for attending each meeting of the Executive Committee, 
$750 for attending each meeting of the Audit Committee and $500 for attending each meeting of the 
Compensation Committee. In addition, a non-employee director designated by the Board as a General 
Director receives a fee of $1,000 per day (provided such fees do not exceed a maximum of $50,000 
per year) and reasonable travel expenses for each day devoted to carrying out such responsibilities as 
the Board may from time to time designate. Payment of such meeting and service fees may be deferred 
until a director either reaches the age of 72 or terminates his or her relationship with the Company. 
Such deferred fees bear interest at the rate of 6% per annum. 


The Company has an employment agreement with Mr. Evans which provides that he will (a) render 
without compensation advisory and consulting services to the Company for a period of three years 
following his retirement and (b) not engage in any enterprise in competition with the business of the 
Company or any of its subsidiaries for a period of three years following his retirement. 


In order to allow the Company to avail itself of the experience of retired directors, it is the Com- 
pany’s policy to pay each director who, after November 26, 1979 (a) ceases to be a director after at 
least five years of service and after having attained the age of 70 years or (b) has served for ten years 
and either resigns voluntarily or decides not to stand for re-election, the sum of $3,000 per quarter if 
such retired director agrees to be available to render advice to the Board, its Executive Committee 
or any of its members. Directors who retired prior to November 26, 1979 under the same conditions 
stated above receive $2,000 per quarter. 


During 1980, three nominees, Messrs. Caspersen, Tucker and Watts, had loans outstanding 
with Peoples Bank and Trust Company, a subsidiary of the Company. In addition, Central Grain, Inc., 
and Killen Grain Company, associates of Mr. Carvel, and Clark Hill Sugary, Inc., an associate of Mr. 
Caspersen, also had loans outstanding with Peoples Bank and Trust Company during 1980. All loans 
were made by Peoples Bank and Trust Company in the ordinary course of business on substantially the 
same terms, including interest rates and collateral, as those prevailing at the time for comparable transac- 
tions with other persons, and did not involve more than normal risk of collectibility or present other 
unfavorable features. 


The firms of Butler, Snow, O’Mara, Stevens & Cannada, of which Mr. Cannada is a member, 
Richards, Layton & Finger, P.A., of which Mr. Veasey is a member, and Hamel, Park, McCabe & 
Saunders, of which Mr. Worthy is a member, received $697, $38,155 and $21,158, respectively, for 
services performed for the Company and its subsidiaries in 1980. 


This Proxy Statement includes a description of transactions between the Company and its sub- 
sidiaries and directors and officers of the Company only for periods during which they served as such. 


SELECTION OF AUDITORS 


The Board of Directors, upon recommendation of the Audit Committee which is composed of 
four directors who are not now officers or otherwise employees of the Company, has selected, subject 
to stockholder approval, the firm of Deloitte Haskins & Sells, Certified Public Accountants, as the. 
independent auditors of the Company for 1981 and it is intended that, unless otherwise specified on 
the accompanying proxy, votes will be cast pursuant to the proxy for the ratification of such action. As 
in prior years, a representative of Deloitte Haskins & Sells is expected to be present at the meeting and 
to be available to respond to appropriate questions. The representative also will have an opportunity to 
make a statement if he or she so desires. 

Audit services rendered by Deloitte Haskins & Sells to the Company in 1980 included examination 
of the annual financial statements, review of unaudited quarterly financial information, assistance and 
consultation in connection with Securities and Exchange Commission reports and registration state- 
ments and consultation in connection with various accounting matters. Non-audit services rendered 
to the Company and its subsidiaries during 1980 by Deloitte Haskins & Sells (the fees for which 
amount to 15% of the fees paid for 1980 audit services) included consultation on domestic and 
international corporate tax matters (8%), examining financial statements and records of companies 
proposed for acquisition (6%) and tax services for executives (1%). All services provided by 
Deloitte Haskins & Sells were approved by the Audit Committee of the Board, in most but not all 
cases before they were rendered. The Audit Committee determined that the non-audit services did 
not affect the independence of Deloitte Haskins & Sells in the performance of its audit services. 


OTHER BUSINESS 


The Board of Directors does not know of any matters to come before the meeting other than those 
referred to in the Notice of the meeting. If any other matters should come before the meeting, the 
accompanying proxy will be voted on such other matters in accordance with the judgment of the person 
or persons voting the proxy. 


STOCKHOLDER PROPOSALS FOR 1982 ANNUAL MEETING 


Stockholder proposals for the 1982 Annual Meeting must be received at the executive offices of 
the Company, 1300 Market Street, Wilmington, Delaware 19899, not later than December 17, 1981 for 
inclusion in the 1982 proxy statement and form of proxy. 


FORM 10-K 


The Company will furnish without charge to each stockholder, upon his or her written request, a 
copy of the Company’s Annual Report on Form 10-K for the year 1980 which the Company is required - 
to file with the Securities and Exchange Commission, including the financial statements and the schedules 
thereto. 


Requests should be addressed to: Mr. Kenneth J. Kircher, Vice President and Secretary, Beneficial 
Corporation, P. O. Box 911, Wilmington, Delaware 19899. 
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COST OF SOLICITATION OF PROXIES 


The cost of soliciting proxies will be borne by the Company. Solicitation of proxies from some 
stockholders of the Company may be made by personal interview, mail, telephone or telegram by the 
directors, officers and regular employees of the Company or subsidiaries. The Company also will re- 
quest brokerage houses, custodians, nominees and fiduciaries to forward the proxy material and annual 
report of shareholders to the beneficial owners of the stock held of record by such persons and will 
reimburse them, upon request, for reasonable expenses incurred in connection therewith. 


By order of the Board of Directors, 


KENNETH J. KIRCHER 
Vice President and Secretary 
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Beneficial Corporation 


Interim 
Report 
to Shareholders 


Beneficial Corporation 


Three Months Six Months 
Ended June 30 Ended June 30 
(in millions) 1981 1980 % Change 1981 1980 % Change 
Consolidated 
Net Income $ 13.5 $ 23.1 (41.6) $ 260 $ 41.9 (37.9) 
Earnings per Common Share 41 85 (51.8) 78 1.50 (48.0) 
Dividends per Common Share .00 .50 _ 1.00 1.00 — 
Book Value per Common Share 37.31 37.09 6 
Shareholders’ Equity* 1,077.0 1,071.4 5 
Finance Division 
Revenue 346.2 334.3 3.6 683.5 661.5 33 
Net Income 16.8 29.7 (43.4) 34.2 51.3 (33.3) 
Principal of Finance Receivables** 4,413.6 4,248.4 3.9 
Number of Accounts** 2.9 3.6 (19.4) 
Average Account Balance** $ 1,541 $ 1,195 29.0 
Reserve for Credit Losses as % of 
Finance Receivables** 4.42% 4.70% 
Savings and Loan Division 
Revenue 54.1 41.0 32.0: 2 Sie ST Gao ou 22.0 
Net Income (Loss) (3.8) (1.8) (6.0) 4 
Equity of Beneficial Corporation in 
Net Income (Loss) plus Purchase 
Accounting Adjustments (3.0) (.9) (4.3) Ze] 
Merchandising Division 
Net Sales and Other Revenue 270.4 247.1 9.4 524.8 500.5 49 
Net Income (Loss) 4.7 (1.8) 5.8 (4.0) 


*Includes $125.0 in Redeemable Preferred Stock. 
**At end of period. 


Cover Photo: Shareholder 
Charles V. Baehr donated 
Beneficial memorabilia over 
45 years old to chairman 
Finn M. W. Caspersen at 
the April 30th Beneficial 
Corporation stockholders’ 
meeting in Wilmington. 


To Our Shareholders 


OCT 8 i999 


Beneficial Corporation’s 
second quarter net income 
decreased 41.6% to $13.5 
million from $23.1 million 
in the second quarter of 
1980. Earnings per share 
fell 51.8% to $.41. For the 
first half, net income 
declined 37.9% to $26.0 
million, while earnings per 
share decreased 48.0% to 
$.78. The continuing high 
level of interest rates ex- 
perienced during the 
quarter represented the 
chief drag on results. Dur- 
ing the first half of 1981, 
Beneficial’s average cost of 
short-term debt, 
worldwide, was 16.52%, 
compared to 14.58% in 
the corresponding 1980 
period. 


Beneficial Corporation 


Second quarter Finance 
Division earnings de- 
creased 43.4% to $16.8 
million, burdened by higher 
borrowing costs. Also, for 
the quarter, an after-tax 
foreign exchange loss of 
$5.2 million was recorded, 
compared to an after-tax 
gain on foreign exchange 
of $4.6 million in the 
second quarter of 1980. 
Beneficial is essentially in a 
covered position on a pre- 
tax or balance sheet basis 
with respect to foreign cur- 
rencies, but unrealized 
foreign exchange gains or 
losses on the equity in- 
vestments in our foreign 
subsidiaries are not tax ef- 
fected. This anomalous 
Situation serves to 
significantly distort the 
Consumer Finance Group 
tax rate. Impacted by 
these factors, Consumer 
Finance Group earnings 
declined to $3.3 million 
from $18.4 million in the 
second quarter of 1980. 
Insurance Group earnings 
were strong, increasing 
27.9% to $16.5 million 
from $12.9 million a year 
earlier. Good growth in in- 
vestment income 
generated the profit in- 
crease. 


Operating measures in 
the consumer loan portfolio 
began to improve in the 
second quarter. Net 
receivables increased $177 
million during the quarter 
following the first quarter’s 
$16 million decline. Loan 
balances more than two 
months delinquent were 
1.75% of loan receivables 
at June 30, up from 
1.41% a year earlier, but 
improved from 1.82% at 
March 31 of this year. 
Also, net charge-offs im- 
proved to 0.43% of 
average receivables during 
the quarter from 0.60% of 
average receivables in the 
second quarter of 1980. 
High quality real estate 
secured loans continue to 
expand rapidly and now 
represent more than 41% 
of total receivables. 


First Texas Financial Cor- 
poration, our Texas sav- 


ings and loan holding com- 


pany, contributed a $3.0 
million net loss to second 
quarter results compared 
to a $0.9 million net loss a 
year earlier. This quarter’s 
net loss was reduced by 
purchase accounting ad- 
justments of $1.2 million 
which stem from the ac- 
quisition (completed in 
April) of Centennial Holding 
Company, whose principal 
Subsidiary, Centennial Sav- 
ings Association, operates 
15 savings and loan bran- 
ches in Texas. Centennial 
Savings has been merged 
into First Texas Savings. 
Additionally, purchase ac- 
counting credits to income 
resulting from the original 
acquisition of First Texas in 
1979 reduced the 1981 
loss by $0.8 million and 
narrowed 1980’s deficit by 
$0.9 million. 


ES air 


George R. Evans 
Office of the President 
First Vice Chairman 


of the Board 


Western Auto Supply 
Company generated 
second quarter net income 
of $4.4 million, up sharply 
from profits of $1.1 million 
in the 1980 period. Net 


sales and other revenue in- 


creased 3.6%. For the 
half, Western’s net income 
is $6.6 million. 


Spiegel, Inc.’s second 
quarter net income of $0.3 
million compared favorably 
to the $2.9 million net loss 
recorded in the 1980 
quarter. Beneficial recently 
announced that a letter of 
intent for the sale of 
Spiegel has been signed. 
Sale price is estimated to 
be in excess of $52 
million, creating a net book 
loss, after taxes, of ap- 
proximately $40 million in 
1981. Upon signing of a 
definitive agreement of sale 
a loss on this transaction 
will be recorded and the 
purchaser will be dis- 
closed. 


me 


Finn M. W. Caspersen 
Chairman of the Board 


! a 
Robert A. Tucker / Gerald L. Holm 


Office of the President Second Vice Chairman 
Chief Financial Officer of the Board 


August 13, 1981 


Shareholder donates 45-year-old Beneficial memorabilia 


At the annual meeting of 
Beneficial Corporation 
stockholders on April 30, 
shareholders Charles V. 
Baehr, semi-retired 
stockbroker who handled 
Hodson Securities (a past 
subsidiary of Beneficial) 
during the 1930’s, and his 
wife donated to chairman 
Finn M. W. Caspersen 


various pieces of Beneficial 
memorabilia including 
‘Hodson Investor’ 
bulletins from 1933-1935. 
Making the donation, Baehr 
said: ‘‘There are some 
who don’t realize what 
Beneficial has done over 
the years. | thought you 
might be interested in this 
material. Beneficial in 1934 


Second mortgages move 
to 41.0% of portfolio 


Under Beneficial’s portfolio 
improvement program, se- 
cond mortgages and real 
estate secured loans in- 
creased by $277.6 million 
during the first six months 
of 1981 to 41.0% of prin- 
Cipal receivables as com- 
pared with 36.0% as at 
December 31, 1980. 


was featured in one list of 
49 common stocks on the 
New York Stock Exchange 
which one might have 
owned before the 1929 
crash and during the 
Depression which paid 
dividends without omission 
or reduction.” 


Beneficial negotiating 
sale of Spiegel 


On June 24, Beneficial Cor- 
poration announced it sign- 
ed a letter of intent for the 
sale of Spiegel, Inc., its 
catalog mail order sub- 
sidiary, to an undisclosed 
purchaser for an amount in 
excess of $52 million. 
Completion of the transac- 
tion is subject to negotia- 
tion and execution of a 
definitive agreement and 
requisite corporate and 
government approvals. 


Gerald L. Holm elected 
second vice chairman 


Gerald L. Holm, member, 
board of directors, 
Beneficial Corporation, and 
executive vice president, 
Beneficial Management 
Corporation, was elected 
second vice chairman, a 
new post, in May. He will 
also serve aS member of 
the executive committee, 
Beneficial Corporation. He 
continues as member, 
board of directors, Western 


Auto Supply Company and 
First Texas Savings 
Association and is chair- 
man of the board, 
Beneficial Leasing Group, 
Inc., all subsidiaries. 


First Texas 
installing ATMs 


On May 14, First Texas, 
Beneficial’s savings and 
loan subsidiary, announced 
formal plans to provide 
automatic teller machine 
(ATM) service at selected 
Kroger supermarkets in the 
Dallas-Fort Worth area. 
This agreement with 
Kroger makes First Texas 
the largest savings 
association in the state 
with a proprietary off-site 
ATM network. 


Balance Sheet Beneficial Corporation and Consolidated Subsidiaries 


(in millions) June 30 1981 1980 


Assets 
Cash (includes compensating balances of $31.0 and $28.4) $ 29.8 $ 69.5 
Finance Receivables (Note 2) 4,896.8 4,855.9 
Less Unearned Finance Charges (483.2) (607.5) 
Principal of Finance Receivables 4,413.6 4,248.4 
Less: Reserve for Credit Losses (195.0) (199.7) 
Insurance Policy and Claim Reserves Applicable to 
Finance Receivables (146.4) (147.2) 
Net Finance Receivables 4,072.2 3,901.5 
Net Receivables Acquired from Western Auto 138.1 165.7 
Acquired Assets to be Divested (Note 8) — 195.8 
Investments (Note 3) 1,057.3 937.5 
Receivable from Merchandising Division 103.7 86.5 
Equity in Net Assets of Non-Consolidated Subsidiaries 
Savings and Loan Division (Page 11) 75.1 58.5 
Merchandising Division (Page 12) 280.7 267.3 
Other 6.7 6.7 
362.5 3320 
Property and Equipment (at cost, less accumulated 
depreciation of $35.6 and $33.6) 169.2 88.5 
Other Assets 377.0 343.1 
Total $6,309.8 $6,120.6 
Liabilities and Shareholders’ Equity 
Short-Term Debt (Note 4) $1,086.2 $ 905.9 
Deposits Payable 88.8 92.6 
Accounts Payable and Accrued Liabilities 278.9 262.4 
Insurance Policy and Claim Reserves (applicable to risks other 
than finance receivables) 450.2 362.3 
Long-Term Debt (Note 5) 3,328.7 3,426.0 
Total Liabilities 5,232.8 5,049.2 
Redeemable Preferred Stock 125.0 125.0 
Other Preferred Stock 116.4 116.5 
Common Stock (60.0 shares authorized, 22.2 and 22.1 shares 
issued and outstanding) 22.2 22.1 
Additional Paid-in Capital 62.2 61.9 
Net Unrealized Loss on Equity Securities (20.7) ( 9.0) 
Retained Earnings 771.9 754.9 
Total $6,309.8 $6, 120.6 


See Notes to Financial Statements. 


Statement of Income Beneficial Corporation and Consolidated Subsidiaries 


Three Months Six Months 
Ended June 30 Ended June 30 
(in millions) 1981 1980 1981 1980 
Finance Division 
Revenue $346.2 $334.3 $683.5 $661.5 
Expenses 
Interest (Note 9) 107.4 10 1e2 211.4 203.2 
Salaries and Employee Benefits 53.3 SS) 106.6 104.0 
Provision for Credit Losses (less recoveries) 21.4 26.5 43.1 48.8 
Insurance Benefits Provided 69.9 57.4 133.4 108.6 
Other 62.6 55.2 129.4 15:3 
Total 314.6 291.8 623.9 579.9 
Operating Income 31.6 42.5 59.6 81.6 
Foreign Exchange Gain (Loss) (1.7) oo (2.6) (ey) 
Income Before Income Taxes 29.9 44.8 57.0 80.9 
Provision For Income Taxes (Note 7) 13.1 oe 22.8 29.6 
Income From Finance Division 16.8 29.7 34.2 Diles 
Income From Savings and Loan Division 
Net Income (Loss) (3.8) (1.8) (6.0) | 
Purchase Accounting Adjustments 8 9 1.7 2.0 
Income (Loss) From Merchandising Division 4.7 (1.8) 5.8 (4.0) 
Interest Expense, After Income Taxes, Related to Invest- 
ment in Non-Consolidated Subsidiaries (Note 9) (5.0) (3.9) (9.7) (@725) 
Net Income $ 13.5 $2341 $ 26.0 $ 41.9 
Earnings Per Common Share $ .41 $ .85 $ .78 $ 1.50 
Average Outstanding Shares 22.3 er 22.3 22.3 
Dividends Per Common Share $ .50 $ .50 $ 1.00 $ 1.00 


See Notes to Financial Statements. 


Statement of Changes Beneficial Corporation and Consolidated Subsidiaries 
in Financial Position 


Three Months Six Months 
: Ended June 30 Ended June 30 
(in millions) 1981 1980 1981 1980 
Source of Funds 
Operations 
Net Income $ 13.5 $ 23.1 $ 26.0 $ 41.9 
Non-cash charges (credits) to income 
Provision for credit losses (before recoveries) 24.9 29.2 49.4 53.7 
Increase in unpaid expenses 14.3 9.4 25.0 30.7 
Increase (decrease) in insurance reserves 29.3 9 39.1 (3.6) 
Depreciation, amortization, and other 6.3 6.5 12.4 10.0 
Unrealized foreign exchange loss (gain) 1.4 (2.0) 2.3 4 
Provision for deferred income taxes 9.7 (G74) 5.6 (3.1) 
Undistributed net loss (income) of non- 
consolidated subsidiaries (1.6) 2.6 (1.5) 1.6 
Funds provided by operations 97.8 68.5 158.3 131.6 
Increase (decrease) in short-term debt 332.3 (50.7) 275.5 (68.6) 
Redeemable preferred stock issued _ — _ 22.0 
Long-term debt issued 34.6 81.2 128.0 181.8 
Other—net (33.8) 50.3 (28.2) (12.6) 
$430.9 $149.3 $533.6 $254.2 
Application of Funds 
Increase (decrease) in principal of finance receivables 
(before charge-offs) $230.0 $ ( .9) $254.6 $ 39.3 
Increase in investments (at carrying amount) 44.2 Thay 42.1 (97, 
Investment in Savings and Loan Division $ 18.6 - $ 18.6 = 
Additions to property and equipment 22.8 19.8 43.0 25.9 
Decrease in accounts payable 10.7 20.3 29.3 3.0 
Long-term debt paid 89.9 20.0 115.5 76.0 
Dividends on capital stock 
Preferred 3.8 3.8 8.6 8.5 
Common 10.9 10.9 21.9 21.8 
$430.9 $149.3 $533.6 $254.2 


See Notes to Financial Statements. 
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Notes to Financial Statements 
(amounts in millions) 


1. Financial Statement Presentation and Consolidation 

The financial statements presented herein, prepared 
from the books and records of the companies, reflect all ad- 
justments which, in the opinion of management, are 
necessary for a fair presentation. 

The consolidated financial statements include, after in- 
tercompany eliminations, the accounts of all significant 
subsidiaries except those comprising the Savings and Loan 
Division and the Merchandising Division, which are included 
on the equity method. 


2. Finance Receivables 
The Principal of Finance Receivables is as follows: 


June 30 1981 1980 

Real Estate Secured Loans $1,809.6  $1,267.7 
Other Loans 2,054.8 PSY IPL D) 
Total Loans 3,864.4 3,639.7 
Sales Finance Contracts 274.4 398.8 
Bank Credit Card Receivables 85.5 91.1 
Lease Receivables 189.3 118.8 


Total Finance Receivables $4,413.6  $4,248.4 


3. Investments 
These are held principally by the Insurance Group as 
long-term investments. The carrying amount is as follows: 


June 30 1981 1980 


Debt Securities 


Municipal Bonds Smo hidaeeo 29503 


Other 636.1 536. 1 
Total 947.4 831.4 
Equity Securities 100.4 97.0 
Other 9.5 9.1 


$1,057.3  $ 937.5 
$ 898.3 $ 871.1 


Total Investments 
Market Value 


Beneficial Corporation and Consolidated Subsidiaries 


4. Short-Term Debt 


June 30 1981 1980 

Banks $143.608 Se /34 
Commercial Paper 863.8 678.6 
Total Short-Term Notes 1,007.4 85107 
Employee Thrift Accounts 85.5 Dice 
Total 1,092.9 908.9 
Unamortized Discount (6.7) (3.0) 


Total Short-Term Debt $1,086.2 $905.9 


The average actual interest rate for Short-Term Notes 
for the six months ended June 30 was: 


1981 1980 
U.S. dollar borrowings 17.43% 15.06% 
Foreign currency borrowings 12.23 12.68 
Overall 16.52 14.58 


5. Long-Term Debt 

Long-Term Debt outstanding, of which 87.5% and 
88.3% of the total is payable in U.S. currency, matures as 
follows: 


June 30 1981 1980 

1980 $ — $ 79.5 
1981 47.4 154.9 
1982 89.2 93.9 
1983 215.4 216.7 
1984 544.3 605.6 
1985 284.0 PbS) 
1986 224.1 pee 
1987-2007 1,945.3 1,809.8 
Total 3,349.7 3,454.9 
Unamortized Discount (21.0) (28.9) 


Total Long-Term Debt 


Weighted Average Annual In- 
terest Rate on Debt Out- 


$3,328.7  $3,426.0 


standing at End of Period 9.36% 8.94% 
(continued) 
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Notes to Financial Statements (concluded) 
(amounts in millions) 


6. Foreign Operations 

Significant data at June 30 regarding amounts 
denominated in foreign currencies and foreign operations 
for the six months then ended, after translation to U.S. 
dollar equivalents, are: 


1981 1980 
Assets $716.4 $683.2 
Liabilities 710.7 657.2 
Net Assets $ 5.7 $ 26.0 
Net Income $ 4.6 Gul fal 
% of Finance Division total 13.5% 33.3% 


7. U.S. and Foreign Taxes on Income 

The expected and the effective U.S. and foreign tax rates 
on Finance Division Income before Income Taxes for the six 
months ended June 30 of 36.2% for 1981 and 31.6% for 1980 
are lower than the expected tax rate of 46% principally because 
the income of insurance subsidiaries is taxed at lower effective 
rates, which more than offsets the higher effective tax rate for 
the Consumer Finance Group caused by non-tax-deductible for- 
eign exchange losses. 


8. Acquisition/Divestitures 

In mid-December 1979 the Company acquired Capital 
Financial Services, Inc. and the consumer finance and in- 
surance operations of Southwestern Investment Company. 
Results of operations of Capital and Southwestern, except con- 
sumer finance offices subsequently divested, are included in the 
Finance Division from that time. The acquisitions are accounted 
for as purchases. 

In accordance with a consent decree between the 
Justice Department and the Company, BarclaysAmerican- 
Corporation purchased, on October 10, 1980, 138 con- 
sumer finance offices formerly of Capital and Southwestern 
for approximately $190. 

On April 24, 1981, the Company completed acquisition 
of Centennial Holding Company, Houston, Texas for $18.6. 
Centennial operated 15 savings and loan branches in Texas, 
which have been merged into First Texas. 


9. Interest Expense 

For the six months ended June 30, 1981 and 1980 the 
total amount of interest cost incurred was $237.5 and 
$233.1. Interest cost capitalized on office buildings being 


constructed for the Company’s own use for the six months 
ended June 30, 1981 and 1980 was $5.0 and $1.4. 

The effect of the treatment of Interest Expense related 
to investment in subsidiaries not a part of the Finance Divi- 
sion removed from interest expense of the Finance Division 
and interest expense related to the investment in the In- 
surance Group removed from interest expense of the Con- 
sumer Finance Group (page 9) and shown, net of taxes, as 
a separate item for the six months ended June 30 is as 
follows: 


1981 1980 
Net Income 
Finance Division 
Consumer Finance Group $ 9.0 $26.3 


Insurance Group 31.0 27.9 
Interest Expense, after In- 

come Taxes, Related to 

Investment in Insurance 


Group (5.8) (2.9) 
Income from Finance Division 34.2 oles 
Income (Loss) from Savings 

and Loan Division (4.3) Pel 
Income (Loss) from Merchan- 
dising Division ; 5.8 (4.0) 


Interest Expense, after Income 
Taxes, Related to Investment 
in Non-Consolidated Sub- 
Sidiaries (9.7) (7.5) 


Total $26.0 $41.9 


10. Proposed Sale of Subsidiary 

The Company has signed a letter of intent for the sale 
of the stock of its wholly-owned subsidiary, Spiegel, Inc., to 
an unaffiliated third party. The purchase price is estimated 
to be in excess of $52 million. The Company anticipates 
that the transaction will create a book loss, after certain tax 
adjustments, of approximately $40 million, to be charged 
against 1981 earnings. 

Completion of the transaction, scheduled for early 
1982, is subject to negotiation of a definitive agreement and 
requisite corporate and governmental approvals. — 


Statement of Income 


EEE 


Three Months Six Months 
Ended June 30 Ended June 30 
(in millions) 1981 1980 1981 1980 
Net Finance Revenue 
Finance Charges and Fees $225.0 $229.0 $ 447.7 $ 455.7 
Interest Expense 101.5 98.2 199.9 197.3 
Gross Margin 123.5 130.8 247.8 258.4 
Other Revenue 11.4 13.0 25.4 26.8 
Total 134.9 143.8 273.2 285.2 
Operating Expenses 
Salaries and Employee Benefits 50.6 49.4 101.4 99.6 
Provision for Credit Losses (less recoveries) 21.4 26.5 43.1 48.8 
Advertising 3.9 2.4 11.0 9.2 
Depreciation 2.8 2.4 55 4.1 
Postage and Express 3.0 32 5.8 6.3 
Printing and Stationery 3.3 oa 5.9 7.0 
Rent 7.9 7.0 15.3 14.2 
Telephone 5.0 | 10.2 10.7 
Travel 3.2 3.0 7.5 6.7 
Other 17.5 14.5 36.6 29.7 
Total Operating Expenses 118.6 116.6 242.3 236.3 
Operating Income 16.3 27.2 30.9 48.9 
Foreign Exchange Gain (Loss) (1.1) 3.4 (1.9) = 
Income Before Income Taxes 15.2 30.6 29.0 48.9 
Provision For Income Taxes 11.9 dizee 20.0 22.6 
Net Income (Note 9) $ 3.3 $ 18.4 $ 9.0 $ 26.3 


Consumer Finance Group 


Supplemental Information 


During The Period 
New Funds Lent to Customers 
Principal of Finance Receivables Purchased 


Finance Receivables Charged Off (less recoveries) 


Annual Percentage Rate of Finance Charges 
and Fees Collected 


At End of Period 


$705.2 
97.3 
20.2 


20.36 


$468.5 
26.2 
29.5 


20.67 


$1,195.7 
89.5 
42.8 


20.42 


2,143 


$1,022.8 
42.3 
92.0 


20.51 


2,313 


Number of Consumer Finance Offices 


Statement of Income Insurance Group 
| 


Nene ener nn erence 


Three Months Six Months | 
Ended June 30 Ended June 30 | 
(in millions) 1981 1980 1981 1980 
Revenue 
Premiums Earned $ 86.6 $76.1 $165.9 $146.7 
Investment Income (net) 21.0 16.2 39.6 31.9 
Other Income 2.8 3a 6.3 6.0 
Total 110.4 95.4 211.8 184.6 
Benefits and Expenses 
Policy Benefits 69.9 57.4 133.4 108.6 
Commissions and Brokerage 16.4 14.2 31.2 26.0 
Salaries and Employee Benefits 2.6 2a 5.1 4.3 
Decrease (Increase) in Unamortized Policy 
Acquisition Costs (2.9) (53) (3.9) (81.1) 
Licenses and Taxes 1.3 11 3.0 2.3 
Other Expenses 3.3 aed 5.7 6.5 
Total 90.6 Apt 174.5 146.6 
Operating Income 19.8 18.2 37.3 38.0 
Foreign Exchange Gain (Loss) (.5) (1.1) (.7) (.7) 
Income Before Income Taxes 19.3 7a 36.6 RY AR) 
Provision for Income Taxes 3.9 4.2 7.9 9.4 
Income Before Realized Net Investment Gains 15.4 12.9 28.7 27.9 
Realized Net Investment Gains 1.1 = 2.3 = 
Net Income (Note 9) $ 16.5 $12.9 $ 31.0 $ 27.9 


Supplemental Information 


During the Period 


Premiums Written $121.9 $97.9 $ 218.9 $ 174.1 
Ratio of Premiums Written to 

Shareholder’s Equity (annualized) 1.26 1215 1.13 1.03 
At End of Period 
Investments” $ 909.7 $ 804.0 
Unamortized Policy Acquisition Costs 64.3 60.7 
Total Assets* 1,102.3 831.8 
Insurance Policy and Claim Reserves 596.4 509.5 
Shareholder’s Equity* 387.6 339.6 
Life Insurance in Force 7,114.6 6,911.9 


*Excludes investments in non-insurance subsidiaries. 


Statement of Income Savings and Loan Division 


SSS 


Three Months Six Months 
Ended June 30 Ended June 30 
(in millions) 1981 1980 1981 1980 
Revenue 
Interest on Loans $ 48.7 $ 35.0 SP era $68.9 
Investment Securities Income 4.2 5.0 8.0 9.2 
Income from Investment Real Estate 2 4 5 1.0 
Other 1.0 6 1.8 9 
Total 54.1 41.0 97.6 80.0 
Expenses 
Interest on Savings Accounts 44.8 31.4 79.3 56.5 
Interest on Borrowed Funds 8.2 5.4 13.3 10.4 
Provision for Losses | Al ¥4 1 
Salaries and Employee Benefits 3.9 3.0 7.4 5.9 
Other 5.4 ay, 9.7 0 
Total 62.4 43.6 109.9 79.9 
Income (Loss) before Income Taxes (8.3) (2.6) (12.3) 4] 
Provision for Income Taxes (4.5) (.8) (6.3) _ 
Net Income (Loss) $ (3.8) $ (1.8) $ (6.0) $ 1 
Supplemental information 
During the Period 
Loans Acquired $ 75.9 $ 59.5 $ 144.0 $ 121.9 
Rate on Loans Acquired 14.98% 12.44% 14.60% 12.71% 
Increase (Decrease) in Savings Account Balances $ (21.9) Se2081 $ (10.1) $ 43.6 
At End of Period 
Investments—Securities $ 155.9 $ 124.3 
Loans Receivable 1,809.0 1,458.8 
Rate on Loan Portfolio 10.31% 9.54% 
Total Assets $2,090.3 $1,651.7 
Savings Accounts 1,619.8 1,321.9 
Cost of Savings 11.48% 10.09% 
Overall Cost of Funds 11.71 10.09 
Shareholder’s Equity $ 98.4 Seeo/al 
Number of Offices 714 63 
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Statement of Income 


(in millions) 
Net Sales and Other Revenue 
Expenses 


Cost of Goods Sold (including certain buying 


and occupancy expenses) 
Selling and Administrative Expense 


Provision for Customs Duties (Note 1) 


Interest Expense 
Beneficial Corporation 
Other 

Total 


Income (Loss) before Income Taxes 
Provision for Income Taxes 


Net Income (Loss) 


Supplemental Information 


Three Months Ended June 30 

Net Sales and Other Revenue 
Income (Loss) before Income Taxes 
Net Income (Loss) 

Six Months Ended June 30 

Net Sales and Other Revenue 
Income (Loss) before Income Taxes 
Net Income (Loss) 


At June 30 


Receivables, Net of Unearned Finance Charges 


Allowance for Doubtful Receivables 
Inventories 

Total Assets 

Shareholder’s Equity 


Notes 


1. At March 31, 1980 Western Auto and Midland Interna- 
tional Corporation, a wholly-owned Merchandising Division 
subsidiary, established a provision of $2.6 million as a 
result of an agreement for the settlement of claims for 
dumping duties assessed by the U.S. Customs Service on 
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Three Months 
Ended June 30 


Merchandising Division 


1981 1980 

$270.4 $247.1 

188.6 aor 

62.9 63.3 

1.4 1.8 

8.9 10.9 

261.8 251.1 

8.6 (4.0) 

3.9 (2.2) 

$ 4.7 $ (1.8) 

Spiegel Western Auto 

1981 1980 1981 1980 
$ 97.0 $ 79.7 $173.4 $167.4 
5 (5.8) 8.1 1.8 
3 (2.9) 4.4 lal 
197.0 169.0 327.8 331.5 
(1.7) (9.2) 12.6 8 
(.8) (4.6) 6.6 LG 
417.6 430.5 150.7 125.8 
26.6 27.4 14.5 14.0 
46.7 45.0 152.7 159.3 
497.1 514.0 368.8 307.9 
85.7 81.4 195.0 185.9 


Six Months 


Ended June 30 


1981 
$524.8 


366.8 
124.3 


3.0 
19.8 


913.9 


10.9 
5.1 


$ 5.8 


1981 


$270.4 
8.6 
4.7 


524.8 
10.9 
9.8 


968.3 

41.1 
199.4 
865.9 
280.7 


1980 
$500.5 


357.6 
124.7 
2.6 


television sets imported from Japan by Midland and 
Western Auto through March 1979. However, the U.S. 
government has been enjoined from putting the settlement 
into effect pending a determination whether the government 
had the authority to enter into the settlement. 


Beneficial Corporation 


PO. BOX 911 
WILMINGTON, DELAWARE 19899 


ADDRESS CORRECTION REQUESTED 
RETURN POSTAGE GUARANTEED 


al Beneficial Corporation 
Beneficial Corporation, through its subsidiaries, 
ae / provides a broad range of financial services and 


consumer products. 


